





THE 


Ma 








pusnel of 








Volume III 


ROlNg 


JANUARY, 1939 . 


Number 3 


THE DISTRIBUTION OF SELLING EFFORT 
AMONG GEOGRAPHIC AREAS 


H. R. WELLMAN 


Associate Professor of Agricultural Economics 
College of Agriculture, University of California 


Epiror’s Note: This article by Professor Wellman and 
the accompanying answer \|by Dr. Cowan deal with some 
very important questions of statistical procedure and inter- 
pretation. At one point Professor Wellman says, “If the 
independent variables used in the correlation analysis had 
explained all of the variations in the dependent variable, 
the estimated values would have been identical with the 
actual values.” Some market analysts would say, then, 
that the differences result from differences in selling ef- 
Sectiveness. Whether the problem is as simple as this, and 


what else is involved, is developed at length in the article 
and answer. 


upGInG from the literature on the 
J subject, market analysts have de- 
voted much time and effort to the com- 
putation of indexes designed to provide 
measures of the relative sales possibili- 
ties for given commodities by geographic 
areas. These indexes are given the name 
“market potential” or “sales potential.” 
Such market potentials, it is claimed, 
provide the basis for (1) distributing the 
sales force and advertising expenditures, 


(2) appraising the efficiency of sales and 
advertising effort, and (3) establishing 
sales quotas.' 

Numerous methods have been em- 
ployed for calculating market potentials. 
Brown lists seven different methods, 
ranging from the use of past sales alone 
to the use of multiple correlation.? In 
recent years the method of multiple cor- 
relation has received some attention, 
and strong claims for its use over other 
methods have been advanced. Brown, 
for example, maintains that in the de- 
termination of market potentials the 

1 Brown, Lyndon O. Market Research and Analysis, 
pp. 403-412. The Ronald Press Company, New York. 
I ° 
oo ibid., p. 421. These methods are (1) the 
direct data method (past sales), (2) the corollary data 
method, (3) the single index method, (4) the arbitrary 
factors method, (5) the family budget method, (6) the 


consumption rate method, and (7) the multiple correla- 
tion method. 
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method of multiple correlation has been 
applied “extensively enough so that it 
has passed the experimental stage and 
has clearly demonstrated its advantages 
over other methods.”* Cowan also ap- 
pears to favor strongly this method. He 
says, ‘‘the trained statistician prefers to 
use the more technical methods of mul- 
tiple correlation. By so doing he reduces 
the labor involved in testing, measures 
more exactly the importance of different 
influences (especially those of a minor 
nature), estimates the sales possibilities 
of the respective areas based on the best 
combination of these influences, and 
judges accordingly the performance of 
each regional salesman or sales force.’’4 

In this article we shall be concerned 
with only the distribution of selling ef- 
fort among geographic areas. Problems 
relating to the appraisal of the efficiency 
of selling effort and to the establishment 
of sales quotas are substantially dif- 
ferent from those relating to the distri- 
bution of selling effort. 

For purposes of illustration we shall 
use unshelled walnuts. In 1937 Hensley 
and Borden published in connection 
with their study of the Marketing Poli- 
cies of the California Walnut Growers 
Association, a section entitled, ““Deter- 
mination of Market Potentials for the 
CaliforniaWalnutGrowers Association.’ 

The sales potentials for walnuts cal- 
culated by them are shown in table 40 
of their report. The accompanying table 
(numbered 1) is a reproduction of their 
table 40, except for minor modifications 
in form and the addition of column 3. 

3 Brown, Lyndon O. “Quantitative Market Analysis 
—multiple correlation; accuracy of the methods.” 
Harvard Business Review, Autumn Number, p. 62. 1937. 

4 Cowan, Donald R. G. Sales Analysis from the Man- 
agement Standpoint, p. 26. The University of Chicago 
Press. 1938. 

5 Hensley, Harry C. and Neil H. Borden. Marketing 
Policies of the California Walnut Growers Association. 


Farm Credit Administration, Cooperative Division. 
Bul. 10, pp. 109-116. March 1937. 


From the context of their report it is 
known that the figures in column 1 
represent the average annual sales of 
walnuts in pounds per thousand popula- 
tion for the period 1926-1933.° It is not 
clear from their report, however, as to 
the exact meaning of the figures in 
column 2. Since they are labelled an 
“index of potential sales per thousand 
population” and are referred to in the 
text as “relative potentials” one might 
infer that they are percentages of some 
base. Questions may well be raised, 
therefore, regarding the exact meaning 
of these figures. How were they ob- 
tained? In what kind of units are they 
stated? To what period of time do they 
refer? And of what are they estimates? 

In answer to the first question the 
authors write that the figures in column 
2 were obtained from a multiple linear 
correlation analysis in which the follow- 
ing four variables were used: 


X,—Average annual sales of walnuts 
per thousand population for the 
period 1926-1933 (units, pounds). 

X—An index of per capita buying 
power based upon per capita re- 
tail sales in 1929 and 1933 (units, 
percentage points). 

X;—Average mean temperatures for 
the month of May, 1926-1933 
(units, degrees Fahrenheit). 

X,—An index of the proportion of 
Jews in the total population 
(units, percentage points). 


All of the variables are assumed to 
refer to the period 1926-1933.’ The 
values of X, and_X; are in fact averages 


6 As explained in the report the figures are average 
annual sales of unshelled walnuts by the California 
Walnut Growers Association for the period 1926-27 to 
1933-34 inclusive divided by the population figures as 
reported in the 1930 Census. 

7 The numerical values of each of these variables for 
each of the nine geographic divisions are given in the 
bulletin listed in footnote 5. The values of x4 given in 
table 38 of the bulletin have been multiplied by 100. 
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of that period. The values of X2 and X,, 
although based upon selected years, are 
taken as representative of the average of 
the entire period. 

TaBLe 1. WALNuT SALES IN PounDs PER THOUSAND 


PopuULATION AND POTENTIAL STANDARDS FOR 
Geocrapuic Divisions 























Index of 
ep potential | Col. 
Divisions ms sit a sales per | minus 
. ner thousand | Col. 2 

inane population 

I 2 3 

New England 301 419 —118 
Middle Atlantic 505 467 + 38 
East north central 364 343 + 21 
West north central 367 297 + 70 
South Atlantic 158 176 — 18 
East south central 107 123 — 16 
West south central 149 157 — 8 
Mountain 349 319 + 30 
Pacific 425 424 + 1 





In working out the correlation analy- 
sis the average annual sales of walnuts 
in pounds per thousand population were 
taken as the dependent variable and the 
other three variables were taken as the 
independent variables. Based upon the 
method of least squares the following 
multiple linear regression equation is 
obtained: 

X1' = 381.708 +2.45890X2 —5.82503.X3 
+0.48 506.X, 
By substituting in this equation the ap- 
propriate values of the independent 
variables, the figures shown in table 1, 
column 2 are secured. 

We are now in a position to state ex- 
actly what the figures in table 1, column 
2, are. They are estimates of the average 
annual sales of walnuts in pounds per 
thousand population for the period 
1926-1933. This must necessarily be so 
since the only values which can be esti- 
mated from a multiple regression equa- 
tion are values of the dependent vari- 
able. Also the values thus estimated 


refer to exactly the same kind of units as 
those in which the dependent variable 
is stated. Furthermore, the estimates 
apply to the period of time which is 
proper to the values of the independent 
variables. In this problem the values of 
the dependent variable are actual sales, 
they are stated in units of pounds, and 
the period of time proper to the values of 
the independent variables is the 1926- 
1933 average. 

The differences between the actual 
values and the estimated values shown 
in column 3 simply represent the 
amounts by which the independent vari- 
ables used failed to explain the variation 
in actual sales. If the independent vari- 
ables used in the correlation analysis 
had explained ail of the variation in the 
dependent variable, the estimated values 
would have been identical with the 
actual values. 

In his article in the Harvard Business 
Review® Brown reported the results ob- 
tained from the application of different 
methods of calculating market potentials 
for eleven different commodities using 
the forty-eight states as geographic units. 
These tests he claims clearly demon- 
strate that the method of multiple cor- 
relation is more accurate than any of 
the other methods tested. The test of 
accuracy which Brown uses, however, 
is essentially the closeness with which 
the actual sales can be estimated by 
means of the different methods. Instead 
of calculating the usual standard error 
of estimate he calculated what he terms 
the “mean weighted error.”” While the 
two measures are by no means identical 
and are not capable of the same inter- 
pretation, it appears that the method 


8 Brown, op. cit., pp. 62-73. The methods tested were 
the corollary data method, the single index method, the 
arbitrary factors method, and the multiple correlation 
method. Under the single index method six different 
indexes were tested and under the arbitrary factors 
method two different types were tested. 
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which gives a small mean weighted error 
would also give a small standard error of 
estimate. Brown fails to include in his 
tests the one method that would have 
given perfect results according to the 
criterion which he employed, namely the 
“direct data method.” Since in the direct 
data method actual sales are taken as a 
measure of the market potential, there 
would be no differences between the 
calculated market potential and ac- 
tual sales and consequently the mean 
weighted error would be zero. 

Brown rules out the direct data 
method chiefly on three counts: (1) that 
data on past sales are available by geo- 
graphic areas for only a relatively few 
commodities; (2) that such data as are 
available are frequently inaccurate; and 
(3) that the data relate only to past per- 
formance.® The first two of these limita- 
tions, however, are equally pertinent in 
the multiple correlation method. Since 
in the multiple correlation method past 
sales are used as the dependent variable, 
it is obvious that either lack of data on 
past sales or inaccuracy of such data 
would be a serious limitation. 

With regard to the third limitation, 
Brown comments as follows. ‘‘A final 
limitation on the use of the Direct Data 
method lies in the fact that it is re- 
stricted to past performance. Market 
conditions may change between the 
time the data are gathered and the re- 
sults of a quantitative analysis may be 
put into use. Furthermore, they give no 
weight to the potential purchasing power 
of a community beyond that which has 
been shown in past sales. These past 
sales may have been influenced by non- 
market factors, such as the weaknesses 
of demand creation methods.’?® Much 


® Brown, Lyndon O. Market Research and Analysis, 
pp. 424-25. The Ronald Press Company, New York. 
1937. 

10 Brown, idid., p. 425. 


the same type of argument appears to be 
in the minds of Hensley and Borden. 
They say, “if past sales represented po- 
tential sales, the basis for a potential 
sales index would be found in past sales 
history and there would be no need of 
going further. But we are certain that 
past sales history does not provide a safe 
index of potentials, especially if rela- 
tively small areas are considered. Past 
sales of walnuts in different territories 
are affected by varying degrees of sales 
effectiveness and varying degrees of 
competition from other nuts. An indica- 
tion of the danger of taking past sales as 
an index of market potential is found in 
the case of New England, in which over 
a period of 8 years the percentage of 
sales secured practically doubled." 

The statements contain two separate 
and distinct points: (1) that conditions 
may have changed between the period 
for which past sales were collected and 
the period for which the market poten- 
tial is desired; and (2) past sales may 
have been affected by factors the in- 
fluence of which should be eliminated in 
the determination of the market poten- 
tial. It is implied that these two diffi- 
culties can be overcome by the use of 
multiple correlation. 

With regard to the first difficulty, it 
should be evident from the previous dis- 
cussion that it is not necessarily elimi- 
nated by the method of multiple corre- 
lation. The figures on estimated walnut 
sales shown in table 1, column 2, do not 
apply to a future period of time. They 
apply only to the average of the period 
1926-1933. Consequently the market 
potential based upon these estimated 
sales would not apply to any period ex- 
cept the average of 1926-1933. If it is 
desired to estimate sales for any period 
of time other than the average of 1926- 
1933 from the multiple regression equa- 

1 Hensley and Borden. Op. cit., p. 112. 





ite 
ns 


=n- 
of 


it 
lis- 
mi- 


nut 
not 
1ey 
10d 
ket 
ted 


t 1S 
iod 
26- 


See 2 Rew 





THE FOURNAL OF MARKETING 


229 





tion it would be necessary to know the 
values of the independent variables 
proper to the particular period of time 
under consideration. If, for example, we 
are to use the multiple regression equa- 
tion for the purpose of estimating sales 
in some future period of time, it is neces- 
sary to know the values of the independ- 
ent variables for such future period. In 
our walnut illustration, it would be nec- 
essary to have for such future period 
the values of the following: (1) the index 
of per capita buying power; (2) the mean 
temperatures for the month of May; and 
(3) the percentage of Jews in the total 
population. Since the values of each of 
these variables cannot be precisely 
known until the end of such future 
period,” it is suggested that by the time 
such values are known the actual sales 
of walnuts for the same period could also 
be known. Also, in using the multiple 
regression equation derived from corre- 
lation analysis of past records for the 
purpose of estimating future sales, we 
necessarily assume that the relationship 
between the dependent and the inde- 
pendent variables which prevailed in the 
past will also hold during the future 
period. 

Another point about which some con- 
fusion exists might well be discussed 
here. Cowan makes the statement that 
“in measuring sales possibilities or po- 
tentials... it (multiple correlation) 
makes use not of past sales but of the 
factors likely to affect per capita sales in 
the future, some or all of which may 
have affected sales in the past.” This 
statement gives a misleading impression 
of the results which multiple correlation 
is capable of producing. 

2 In those cases in which it is possible to forecast the 
future values of the independent variables fairly closely, 
multiple correlation may provide the basis for forecast- 
ing future values of the dependent variable more ac- 


curately than could otherwise be done. 
8 Cowan. Op. cit., p. 28. 


Correlation analysis is generally con- 
ceived of as a method of studying the re- 
lation between variables. When we are 
concerned with more than two variables 
we employ multiple correlation." It is a 
device which enables us to determine the 
way that one variable changes with 
simultaneous changes in two or more 
other variables. The multiple correlation 
analysis provides (1) an empirical de- 
scription of the relation between the de- 
pendent and the independent variables 
for the cases included in the study," and 
(2) a basis for estimating unknown 
values of the dependent variable from 
known values of the independent vari- 
ables for cases not included in the 
study.'® 

With regard to the empirical descrip- 
tion of the relation between the variables 
for the cases included in the study, cor- 
relation analysis makes use only of past 
sales and the factors which have affected 
sales in the past. The dependent variable 
consists of the past sales and the inde- 
pendent variables consist of some of the 
factors which affected such past sales. 
Factors which are likely to affect sales in 
the future can be taken into account in 
the multiple regression equation only if 
they also affected past sales. Suppose, for 
example, that a certain factor is likely to 
affect sales in the future but that for the 
period covered by the correlation analy- 
sis it was not correlated with either past 
sales or the independent variables. If 
such a factor were used in the correla- 

4 The term “multiple correlation” is generally used 
to designate the type of analysis employed when the 
relation between the dependent and the independent 
variables is additive. When the relation is non-additive, 
the term “joint correlation” is used. 

4 Correlation analysis itself does not provide any 


proof that the relation observed is one of cause and 
effect. 

16 Discussion of the accuracy with which unknown 
values of the dependent variable can be estimated from 
known values of the independent variables for cases 
not included in the study is beyond the scope of this 
article. 
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tion analysis, the net regression coefh- 
cient applicable to that factor would be 
zero. In any estimate made by means of 
the multiple regression equation either 
for the past period or the future period, 
this factor could have no influence on 
the estimate since the value of the factor 
would be multiplied by zero. 

The second difficulty ascribed to the 
direct data method is that actual sales 
may be affected by factors the influence 
of which should be eliminated in the 
determination of the market potential. 
Here multiple correlation may be of 
some assistance, provided we know what 
factors should be taken into account and 
what factors should be left out of ac- 
count.!? By means of multiple correla- 
tion analysis we can in effect eliminate 
the influence of specified factors. But 
the method itself provides virtually no 
assistance in determining which factors 
to omit and which ones to include. 

In our walnut illustration the use of 
the estimated sales shown in table 1, 
column 2, as a measure of the market 
potential assumes that all factors other 
than the three independent variables 
used in the analysis should be excluded. 
The interpretation of the figures is that 
they are estimates of the average 
amounts of walnuts that would have 
been sold in each of the geographic divi- 
sions during the period 1926-1933, if the 
effects upon average sales of all factors 
other than those measured had been 
constant.'§ This interpretation is the 
only one that is consistent with the 
meaning of the multiple regression equa- 

17 In this aspect of the problem it is not so much a 
question of the period of time for which the market 
potential is desired as it is of the selection of the inde- 
pendent variables. The application to a future time 
period, however, creates many more difficulties than it 
does to a past period. 

18 Strictly speaking, this interpretation rests upon the 
assumption that there was no intercorrelation between 


any of the independent variables and other factors 
which influenced territorial variation in sales. 


tion from which the estimated sales were 
obtained. 

Even though we are able to eliminate 
the influence of specified factors, the 
basic problem of determining what fac- 
tors to exclude still remains. In attempt- 
ing to solve this problem Cowan classifies 
the factors responsible for territorial 
sales variation into four groups as fol- 
lows: “‘(a) The consumptive character- 
istics of the population in relation to 
each product... (b) The competitive 
and merchandising conditions to be en. 
countered. (c) The effort factors, includ- 
ing the quantity and quality of selling 
effort ...(d) The price charged for the 
product, whether uniform or not, for 
all areas in relation to the responsiveness 
of regional demand.’”!® For the purpose 
of allotting the amount of selling effort 
among geographic areas, Cowan claims 
that the market potential should be 
based on the consumptive factors only.”° 
However, no evidence is adduced by him 
to support this claim. 

Brown also classifies the various ele- 
ments which influence territorial sales 
into four groups; namely, (1) basic char- 
acteristics of the market, (2) business 
conditions, (3) competitive conditions, 
and (4) advertising and sales effort.*! 
Throughout most of his discussion of the 
subject he maintains that only the fac- 
tors in group I should be taken into ac- 
count in determining the market poten- 
tial for a product. Quantitative market 
analysis, he says, deals only with the 
basic characteristics of the market. And 
“the primary activity in qualitative 

19 Cowan. Op. cit., p. 87. 

20 Tbid., p. 89. 

21 Brown. Op. cit., p. 413. It will be noted that 
Brown’s and Cowan’s classifications are quite similar. 
However, certain differences may be noted: Cowan in- 
cludes buying power in his consumptive factors, whereas 
Brown apparently classifies it separately under the 
term business conditions. Also Cowan establishes a 


separate group for the price of the product, while Brown 
apparently omits this factor entirely. 





NG 
vere 


late 
the 
fac- 
1pt- 
ifies 
rial 
fol- 
ter- 
1 to 
tive 
en- 
lud- 
ling 
the 
for 
ness 
yOSe 
fort 
ims 
be 
ly.2° 
him 


ele- 
ales 
har- 
ness 
ons, 
rt. 
‘the 
fac- 
) aC- 
ten- 
rket 

the 
And 


tive 


that 
milar. 
an in- 
lereas 
r the 
hes a 
grown 





THE FOURNAL OF MARKETING 


231 





market analysis is the development of 
sales potentials, taking demand creation 
efforts, competition and business condi- 
tions into account only in so far as they 
are reflected in definite long run buying 
habits.” However, this position is not 
held consistently. In discussing the ap- 
plication of market potentials, Brown 
says, ‘Before using sales potentials... , 
the effect of efforts to create demand, 
competitive activities, and business con- 
ditions must all be taken into account.’ 
Thus one is left in the dark with respect 
to just what factors should be included 
and what factors should be omitted in 
constructing a market potential for a 
product. 

The proper interpretation of market 
potentials once they are obtained also 
seems to be in an unsatisfactory situa- 
tion. Brown says, “After the sales po- 
tential has been set, there arises a 
fundamental question of business policy 
in their interpretation. Should a com- 
pany concentrate its efforts in the mar- 
kets in which it has shown the poorest 
performance relative to potentials? This 
appears to be the logical final result of 
quantitative analysis, and is perhaps the 
most common policy. However, one may 
raise the question as to whether in a 
given situation a company might not 
increase sales at a lower cost by further 
developing markets in which it is rela- 
tively strong. Thus, if a firm manufac- 
turing cleansers has a penetration ratio 
of 15 per cent in Minneapolis, and only 
10 per cent in Omaha, the first conclu- 
sion would be that it has not been mar- 
keting as effectively in the latter city as 
it has in the former. From this, it would 
appear logical that the company should 
increase its advertising and sales efforts 
in Omaha. But one may argue that since 
it already has a relatively better record 


* Brown. Op. cit., p. 33- 
* Brown. Jbid., pp. 402-03. 


in Minneapolis, the best policy would be 
to attempt to capitalize on that advan- 
tage. It may also be contended further 
that any increase in sales efforts in 
Omaha and similar markets will weaken 
its position in the stronger markets, 
since there is usually a limit to the 
amount of money available for demand 
creation activities at any given time.” 

Unless a market potential, by what- 
ever method determined, is capable of 
being interpreted much more definitely 
than is indicated by the foregoing para- 
graph, it is not likely to be a fruitful de- 
vice for allotting selling effort among 
geographic areas. 

From an economic standpoint, the 
problem of allotting selling effort between 
geographic areas necessarily involves the 
relationship between expenditures and 
sales. The essential question may be 
stated in either of two ways: (1) How 
should a fixed total expenditure for sell- 
ing effort be allotted among the geo- 
graphic areas in order to maximize total 
sales? Or (2) what allocation of selling 
effort among the geographic areas would 
minimize total expenditures for a given 
volume of sales?* The first assumes that 
total selling expenses are fixed and that 
the aim is to maximize total sales. The 
second assumes that total sales are fixed 
and that the aim is to minimize total 
selling expenses. 

In using market potentials as a basis 
for allotting selling effort, the question 
arises as to whether or not such market 
potentials take into account the relation- 
ship between the amount of expenditures 
and the resulting volume of sales. In 
most discussions this question has re- 
ceived only incidental mention. In 
general, it is simply assumed that the 

* Brown. Op. cit., pp. 419-20. 

% We are not concerned here with the extent to which 
total selling expenses would be carried. That is well 


developed by Chamberlin, Edward. The Theory of 
Monopolistic Competition, pp. 139-176. 
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market potential measures the relative 
ease of increasing sales by means of sell- 
ing effort. This is the basic assumption 
inherent in each of the methods of de- 
termining market potentials. But this is 
the one thing which we must not assume, 
since in making such an assumption we 
are in effect assuming the answer to our 
problem. 

The confused state of affairs in which 
much of the discussion concerning mar- 
ket potentials finds itself could have 
been avoided, at least in part, if market 
analysts had held to the economic con- 
cept of “demand for a commodity in a 
market.’’6 

Selling outlays are undertaken by a 
firm primarily for the purpose of secur- 
ing a positive shift in the demand curve 
for its product.?’ Although the effects of 
expenditure for selling effort may be re- 
flected in either an increased price per 
unit or an increased quantity, or both, 
it will simplify our discussion, if we hold 
the price per unit constant and allow 
only the quantity of sales to vary. The 
effects of variation in selling effort upon 


26 Cowan discusses demand curves, but makes no use 
of them in the allocation of selling effort among geo- 
graphic areas. See Cowan. Op. cit., Chapter IV. 

27 Selling outlays such as expenditures for salesmen, 
advertising, dealers’ service and inducements of various 
sorts granted to wholesalers and retailers are made 
solely for the purpose of obtaining either larger sales or 
higher prices than would otherwise be possible. 

The distinction which Chamberlin makes between 
production costs and selling costs is an important one. 
He says, “cost of production includes all expenses which 
must be met in order to provide the commodity or 
service, transport it to the buyer, and put it into his 
hands ready to satisfy his wants. Cost of selling includes 
all outlays made in order to secure a demand, or a 
market, for the product. The former cost creates utili- 
ties in order that demands may be satisfied; the latter 
creates and shifts the demands themselves. A simple 
criterion is this: of all the costs incurred in the manu- 
facture and sale of a given product, those which alter 
the demand curve for it are selling costs, and those 
which do not are costs of production.”” Chamberlin, 
Edward. The Theory of Monopolistic Competition, p. 
123. Harvard University Press, Cambridge. 1936. 

Selling outlays may also bring about a change in the 
elasticity of the demand curve at various points on it. 


the demand for the commodity would 
then be measured by the resulting 
changes in the volume of sales.”8 

The concept of market demand curves 
and shifts in them suggests the possi- 
bility of a different approach to the 
problem of distributing selling effort 
among geographic areas from that of 
market potentials. This may be illus- 
trated by the use of hypothetical data.” 

For our hypothetical data let us use 
the figures relating to walnuts given in 
table 1 with certain modifications as 
follows: First, let us assume that the 
period of time to which the data relate 
is a year. Second, we shall assume that 
the population in each of the nine geo- 
graphic areas amounts to 100,000 per- 
sons.°° The figures in table 1, therefore, 
instead of referring to pounds per thou- 
sand population, would refer to totals in 
thousands of pounds. Thus, in view of 
these modifications, total walnut sales 
in each area would be the quantities 
shown in table 2, column 2; the sales 


28 From the standpoint of geographic distribution of 
selling effort, it is not necessary that the prices per unit 
in all geographic areas be the same. It is only necessary 
that the price in each geographic area remain constant. 

The problem of determining whether to charge equal 
or unequal prices in the several geographic markets in 
order to maximize total returns from all markets com- 
bined is entirely separate from that under consideration 
here. Several excellent discussions of that problem are 
available, notably the following: Waugh, F. V., E. L. 
Burtis and A. F. Wolf, “The controlled distribution of 
a crop among independent markets,” Quar. Four. of 
Econ., November, 1936; Robinson, Joan, Economics of 
Imperfect Competition, 1934; and Chamberlin, Edward, 
The Theory of Monopolistic Competition, 1936. 

29 Since in this article we are concerned with the 
development of a method of attack rather than with 
the application of that method to a specific situation, 
we may resort to the use of hypothetical! data for the 
purpose of illustration. 

30 In the correlation analysis, the variation in walnut 
sales between geographic divisions associated with the 
size of the population was eliminated by the device of 
dividing the total sales in each division by its corre- 
sponding population. This procedure is based upon the 
assumption that the relationship between population 
and sales is linear. If the relationship were curvilinear, 
population would need to be put into the correlation 
analysis as one of the independent variables. 
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estimated from the linear regression 
equation would be the quantities shown 
in column 1; and the differences between 
the actual and estimated sales would be 
the quantities shown in column 5. 


area would have taken in the absence of 
selling effort. These figures are shown in 
column 3. The differences between these 
figures and the actual sales represent the 
number of pounds of walnuts in each 


TABLE 2. HyporueticaLt Data RELATING TO WALNuT SALES BY GEOGRAPHIC AREAS DURING 


A GIveEN PEriop oF TIME 




















Sales Sales Residuals ’ 
Geographic Market Actual without due to Col. 2 Amount of selling effort 
area potential sales selling selling minus 
effort effort Col. 1 Linear Curvilinear 
I 2 3 4 5 6 7 
1,000 1,000 7,000 7,000 1,000 dollars dollars 
pounds pounds pounds pounds pounds 
I 419 301 299 2 —118 I I 
2 467 505 347 158 + 38 60 61 
3 343 364 223 141 + 21 53 51 
4 297 367 177 190 + 70 71 go 
5 176 158 56 102 — 18 38 33 
6 123 107 3 104 — 16 39 34 
7 157 149 37 112 -_§ 42 38 
8 319 349 199 150 + 30 56 56 
9 424 425 304 121 - t 45 41 
Total 2,725 2,725 1,645 1,080 405 405 
Average 303 303 183 120 45 45 


























Third, let us assume that the dif- 
ferences between the actual and esti- 
mated sales are the result of variation in 
selling effort employed by the associa- 
tion. The figures in column 1 would then 
indicate the quantities of walnuts that 
would have been sold in each area, if the 
effects of selling effort had been con- 
stant. We cannot determine from the 
correlation analysis itself how much 
total selling effort contributed to total 
walnut sales, but let us assume that, 
with the effort expended on selling, total 
walnut sales in the nine areas combined 
were 1,080,000 pounds above what they 
would have been if no selling effort had 
been made. On the average, therefore, 
sales per area were 120,000 pounds 
higher as the result of selling effort. By 
subtracting this amount from the esti- 
mated sales of each area, we obtain the 
number of pounds of walnuts that each 


area that are th 


These difference 
a” 


result of selling effort. 
are shown in column 


Now what we really need to know is 
how much sales in each area would be 
affected by a specified change in the 
amount of selling effort expended.” If 
we can determine this relationship, we 
should be able to allot a given total 
amount of selling effort among the 
several geographic areas in such a man- 
ner as to maximize total sales. 

The economic principle applicable to 


31 The same figures can be obtained by adding (alge- 
braically) 120,000 pounds to each of the residuals given 
in column 5. The figure of 120,000 pounds is obtained 
from the assumption that on the average sales per area 
were 120,000 pounds higher as the result of selling effort. 

% Cowan devotes considerable attention to the effects 
of number of salesmen and amount of advertising upon 
the volume of sales, but he does not show either their 
importance in determining the allocation of selling 
effort or how they are related to market potentials. 
See Cowan. Op. cit., pp. 105-124. 
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this problem is that of equal marginal 
sales in all geographic areas. The princi- 
ple of equalizing marginal factors has 
been much discussed in economic litera- 
ture but apparently market analysts 
have paid little attention to it.* 

In applying the principle of equal 
marginal sales to the allocation of selling 
effort among geographic areas two condi- 
tions should be noted: (1) that the geo- 
graphic areas are assumed to be inde- 
pendent in the sense that the sales in 
one area are not affected by the amount 
of selling effort employed in the other 
areas; and (2) that the units of selling 
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Figure 1. Walnuts—Assumed Sales and Selling Effort 
by Geographic Areas. 


33 A recent article by Waugh, Burtis and Wolf, al- 
though on a subject different from that being discussed 
here, contains an excellent account of the principle ap- 
plicable to the problem with which we are concerned. 
In that article, the authors dealt with discriminative 
marketing and were concerned with the problem of 
maximizing total returns from all markets combined 
for a given supply to be marketed. Here we are con- 
cerned, not with the distribution of a given amount of 
a crop among independent markets so as to maximize 
total returns, but with the distribution of a given 
amount of selling effort among separate areas so as to 
maximize total sales. Nevertheless, the same general 
principle is applicable to both problems. (The controlled 
distribution of a crop among independent markets. The 
Quarterly Fournal of Economics, pp. 1-41. November, 
1936.) 


effort are assumed to be homogeneous 
in the sense that any individual unit 
could be replaced by any other individu- 
al unit without affecting sales. 

In connection with the walnut ex- 
ample, let us measure the amount of sell- 
ing effort in terms of dollars, and assume 
that a total of $405.00 was employed by 
the Association. Further, let us assume 
that the relationship between expendi- 
tures and sales is linear, and that the 
number of dollars employed in each of 
the areas are those given in table 2, 
column 6. Figure 1 is constructed on the 
basis of these assumptions. 

The diagonal line in figure 1 represents 
the average relationship in the nine 
areas between sales of walnuts in pounds 
and dollar expenditures after simulta- 
neously eliminating the variation in 
walnut sales associated with variations 
in the other three independent variables. 
The interpretation of this line is that a 
given change in the number of dollars 
spent would have the same effect upon 
walnut sales irrespective of the values of 
the other independent variables. 

The average relationship shown in 
figure 1 does not necessarily apply to 
any one geographic area. For each area 
there is probably a functional relation 
between the expenditures and sales, but 
we do not know what it is or whether it 
is the same or different for one area than 
for another. However, for the time being 
let us assume that the relationship for 
each area is the same and that it is 
identical with that shown in figure |. 
Then the question is, how should a given 
number of selling effort units be allotted 


% While the above interpretation is inherent in the 
method of multiple correlation, it does not follow that 
such interpretation is correct. Multiple correlation is 
applicable only when the relationship between the de- 
pendent and the independent variables is additive. In 
the event that the relationship is nonadditive, joint 
correlation would be required in order to measure it 
properly. 
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among the geographic areas in order to 
maximize total sales? The answer is that 
any distribution among areas will pro- 
duce the same total sales as any other.* 
This must necessarily be so, since for all 
areas the functional relations are linear 
and have the same slopes. The fact that 
more walnuts would be taken in some 
areas than in others without any selling 
effort in no way vitiates the above con- 
clusion. 

Instead of the relationship between 
selling effort and sales being linear as we 
have assumed, it is probable that it is 
curvilinear. The principle of diminishing 
returns is operative here as it is in most 
relationships. Therefore, let us assume 
that the $405.00 to be spent on selling is 
distributed among the geographic areas 

(Curvilinear - Convex) 
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Ficure 2. Walnuts—Assumed Sales and Selling Effort 


by Geographic Area. 
as shown in table 2, column 7. Figure 2 
is constructed on this basis. 

The curve in figure 2 represents the 
average relationship in the nine areas 
between sales of walnuts in pounds and 

* Unless the relationship is based upon a known law, 
the determination holds only within the range of the 
observations. Thus the allotments to each area would 
have to be within these limits. However, if we assume 
that the relationship is linear throughout, then the 


total expenditure could be allotted to one area (any one) 
and none to the others. 


dollar expenditures after simultaneously 
eliminating the variation in walnut sales 
associated with the variations in the 
other three independent variables. 
As in the case of the linear relationship 
shown in figure 1, the curvilinear rela- 
tionship shown in figure 2 does not 
necessarily apply to any one geographic 
area, but rather is the average relation- 
ship for the nine areas. But let us assume 
that the relationship for each area is the 
same and that all are identical with that 


(Curve Convex) 
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Ficure 3. Walnuts—Assumed Relationship Between 
Sales and Selling Effort in Two Areas in Which the 
Slopes of the Sales Curves Are Identical. 


shown in figure 2. In this situation how 
should a given number of dollars be al- 
lotted among the geographic areas in 
order to maximize total sales? The 
answer is that the given number should 
be divided equally between the nine 
areas so that each area is allotted the 
same number of dollars. In this particu- 
lar example $45.00 would be employed in 
each area. Any other allocation would 
result in smaller total walnut sales. 

36 The interpretation of this curve is the same as the 
interpretation of the linear relationship shown in figure 
1, namely that a given change in the number of dollars 
spent would have the same effect upon walnut sales ir- 


respective of the values of the other independent vari- 
ables. 
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The fact that equal allotments of sell- 
ing effort units among areas would 
maximize total sales where the relation- 
ships for all areas are the same and of 
the type shown in figure 2 can be readily 
demonstrated by taking only two areas. 
Let the curve in figure 3 represent the 
relationship between the selling effort 
and walnut sales in area No. 4. Since the 
relationship in area No. 5 is by assump- 
tion the same as in area No. 4, the curve 
in figure 3 also represents the relation- 
ship in area No. 5. Thus we are dealing 
with two identical curves. For the total 
number of dollars to be employed in 
both areas combined we will take Ioo. 
This total number may be employed in 
one area alone or may be distributed 
between them in any fashion. 

First let us take the case in which the 
entire $100.00 (OT) are employed in one 
area. Total sales in the one area would 
amount to 195,000 pounds and in the 
other area to zero. The average sales 
per area would amount to 97,500 pounds 
(195,000 divided by 2). The average 
sales per area is shown geometrically by 
the intersection of OA and MD at H; 
OM is 3 OT. 

Second, let us take the case in which 
$20.00 is allotted to area 5 and $80.00 to 
area 4. With such an allocation total 
sales would amount to NB+RC which 
is equal to 2 MK. Since MK is higher 
than MH by HK, total sales in both 
areas combined are larger in this second 
case than in the first by an amount equal 
to 2 HK. 

Third, let us take the case in which 
$50.00 are allotted to each area. Total 
sales in both areas combined would now 
amount to 2 MD. Since MD is higher 
than MK by KD, total sales are larger 
in this third case than in the second by 
an amount equal to 2 KD. 

Now it is evident that with a total of 
OT units to be divided between two 


areas, no other allocation will yield as 
large total sales as an equal distribution. 

The reason why equal division of sell- 
ing effort units between areas would, 
under the conditions assumed, maximize 
total sales is that such division equalizes 
marginal sales. By marginal sales we 
mean the amount of additional sales re- 
sulting from the employment of one ad- 
ditional selling effort unit. When the 
selling effort units are infinitely divisible, 
the marginal sale at any point on a curve 
is measured by the slope of the curve at 
that point. The slope of a curve at a 
given point is the slope of the tangent to 
the curve at that point. In figure 3 tan- 
gents are drawn at two points, namely 
B and C. It is readily seen that the curve 
is rising more rapidly at B than at C and 
that consequently the marginal sale is 
higher at B than at C. Thus it is evident 
that the transfer of one selling effort 
unit from C to B would result in an in- 
crease in total sales, since the loss in 
sales from its removal at C would be 
more than offset by its addition at B. 
Additional transfers would result in 
larger total sales in both areas combined 
as long as marginal sales are higher in 
one area than in another. Maximum 
total sales are reached when marginal 
sales are the same in both areas. In this 
illustration the only division that will 
equalize marginal sales is an equal 
division.*” 

In the case of the linear relationships 
discussed previously it was found that 
any distribution of selling effort among 
areas would produce the same total sales 
as any other, whereas in the case of the 
curvilinear relationship just discussed it 
was found that only an equal distribu- 
tion would maximize total sales. The 
reason why only an equal distribution 

37 The fact that more walnuts would be taken in 
some areas than in others without any selling effort 


in no way vitiates the principle of equal marginal sales. 
The slope of a curve is not affected by its height. 
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maximizes total sales in this latter case 
is because it is the only distribution that 
results in equal marginal sales. On the 
other hand, in the case of the linear re- 
lationships (figure 1) marginal sales at 
every point on the line are equal. Con- 
sequently total sales are a maximum 
with any distribution. 
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Ficure 4. Walnuts—Assumed Relationship Between 
Sales and Selling Effort in Two Areas in Which the 
Slopes of the Sales Curves Are Different. 


The examples discussed thus far are 
special cases. In connection with them 
it was assumed that the sales curves for 
all areas were identical with respect to 
slope. In only the heights of the sales 
curves were differences permitted. In 
actual cases it is probable that the sales 
curves for the several areas vary not 
only with respect to height but also with 
respect to slope. 


Let us again use an illustration with 
two areas. But instead of assuming that 
the sales curves are identical let us as- 
sume that they are different. In figure 4 
two hypothetical area sales curves are 
shown, the slopes of which are different. 
In this example, what allocation of say 
$100.00 would maximize total sales? 
With this amount divided equally be- 
tween the two areas, sales in area No. 4 
would amount to 316,000 pounds and in 
area No. § to 165,000 pounds, giving 
total sales in both areas combined of 
481,000 pounds. Obviously, however, it 
would pay to employ more than $50.00 
in area No. 4 and less than $50.00 in area 
No. §, since with $50.00 in each area, the 
marginal sale in area No. 4 is greater 
than in area No. § as indicated by the 
slopes of the sales curve at those points. 

In order to find the distribution that 
would result in maximum total sales we 
need to find points on the two sales 
curves equidistant from $50.00 and 
where the slopes of the two curves are 
equal. These two points are at $41.00 
and $59.00. Each point is the same dis- 
tance from $50.00 and the tangents to 
the curves at these points are parallel.** 

With $59.00 employed in area No. 4 
sales there would amount to 332,000 
pounds, and with $49.00 in area No. 5 


88 Equation of the curve for Area 4, Y=177+3.6x 
—.0165 x*, dy/dx=3.6—.033 x 
Equation of the curve for Area 5, Y=56+3.0x% 
— .0165 x*, dy/dx=3.0—.033 x 
Let »=number of units in area 4. 
Then 3.6—.033" = 3.0—.033 (100-n) 
3-6—.033" = 3.0—3.3+.033" 


3.9 = .066n 
3-9 
7 .066 
=o 
100— 59=41 
In Area 4, the marginal sale at 59= 3.6—.033(59) 
=3.6—1.95 
=1.65 
In Area 5, the marginal sale at 41 = 3.0—.033(41) 
= 3.0—1.35 


= 1.65 





238 





THE FOURNAL OF MARKETING 





sales there would amount to 152,000 
pounds. Total sales in both areas com- 
bined would thus amount to 484,000 
pounds as against 481,000 pounds, the 
amount obtained when selling effort was 
divided equally. 

The general principle illustrated in 
each of the above cases is that the equal- 
ization of marginal sales in all areas is 
a necessary condition for maximizing 
total sales from the employment of a 
given amount of selling effort. If the 
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Figure 5. Walnuts—Assumed Relationship Between 
Sales and Selling Effort in Two Areas in Which the 
Slopes of the Sales Curves Are Identical. 


relationships between the selling effort 
and sales in each of the areas are of the 
type which can be represented by convex 
curves, this is also a sufficient condition. 
On the other hand, if the sales curves 
are concave throughout a part of their 
length equalization of marginal sales 
may result in minimum total sales. 
There is reason to suspect that sales 
curves for some products may be con- 
cave with small amounts of selling out- 
lay. In the case of advertising, for 
example, a small expenditure may be 
relatively ineffective, whereas a moder- 
ate expenditure may give more than a 
proportionate increase in sales. Als a 


few salesmen in a large territory may 
have to spend so much time in travelling 
from place to place or may be able to 
call upon the customers so infrequently 
that their sales are relatively small. 
doubling of the number of salesmen in a 
given territory under such condition 
may result in an increase in sales of more 
than 100 per cent. 

Let us assume that the sales curves in 
two areas are identical, and that they 
may be represented by the curve in 
figure 5. With a total selling outlay 
equivalent to OT, marginal sales would 
be equal when OM units were employed 
in each area. This would result not in 
maximum total sales, however, but in 
minimum total sales. Sales in each area 
would be MD, and in both areas com- 
bined 2 MD. Any other distribution of 
OT units between the two areas would 
result in larger total sales. If, for ex- 
ample, ON units were employed in one 
area and OR units in the other, total sales 
in both areas combined would be 2 MK. 
With such a distribution, marginal sales 
in each area would be equal, as shown by 
the fact that the slope of the curve at Bis 
the same as its slope at C. However, in 
this particular case total sales would be 
still larger if all of the selling effort were 
employed in one of the areas. 

The foregoing discussion serves to 
bring out two points which may be of 
considerable importance when a portion 
of the sales curve is concave.*® First, an 
allocation of a given amount of selling 
effort on the _ of equalizing marginal 
sales would, some cases, minimize 
total sales; es second, each of several 
different allocations may equalize mar- 
ginal sales but none of them may pro- 
duce a true maximum. 


89 It is obvious, of course, that a sales curve which is 
concave with certain amounts of selling outlay would 
change to convex if selling effort were indefinitely in- 
creased. It is even possible that a sales curve might 
eventually turn downward. 
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If the sales curves in the several areas 
are known, however, it would not be 
particularly difficult to allot a given 
amount of selling effort among the 
several areas in such a way as to secure 
the largest possible sales within the 
limits prescribed by the given amount of 
selling effort and the shapes and slopes 
of the curves. If the sales curves in all 
areas are convex, the equalization of 
marginal sales will result in maximum 
total sales. But, if one or all of the sales 
curves are concave, it will probably be 
necessary to test empirically several dif- 
ferent allocations and from these select 
the one which gives the largest total 
sales. 

The most serious difficulty in the 
practical application of the principle of 
equalizing marginal sales relates to the 
determination of the functional relation 
between selling effort and sales in each 


of the areas. Undoubtedly such determi- 
nation for specific products will require a 
great deal of intensive research. But un- 
less the necessary functional relations 
are determined, it does not appear that 
the problem of distributing selling effort 
among geographic areas in such a way as 
either to maximize total sales or to 
minimize total expenditures is capable 
of being solved. 

The problem discussed in this paper is 
only one of a general class of problems 
relating to sales which may be attacked 
by the method of marginal analysis. 
Other problems involve the determina- 
tion of the total expenditure to be made 
for selling effort and the allocation of 
such expenditure among the different 
kinds of selling effort such as newspaper 
advertising, radio advertising, and per- 
sonal visits of salesmen. 


IN ANSWER TO PROFESSOR WiLLMAN 


D. R. G. COWAN 
Swift and Company, Chicago 


views with such abandon that readers 
are advised to examine them calmly, 
scientifically, and in the liglit of practical 
reality. His negative views regarding the 
ill-conceived work of market analysts 
should be separated from his positive 
views regarding the maximizing of sales 
volume in relation to effort by cost- 
curve and demand-curve analysis. Ex- 
cept to provide a contrast for his positive 
views, it would have been unnecessary 
for Professor Wellman to write so many 
paragraphs on correlation analysis and 
the confused thinking of market analysts 
regarding it. 
It is suggested that Professor Wellman 
might not have confused himself re- 


SS Wellman expresses his 


garding the unsc.entific nature of market 
analysis had he given a more complete 
and thorough reading to one of the books 
from which he quotes. In his citation 
No. 13 for example, he takes the un- 
warranted liberty of inserting in paren- 
theses the words “multiple correlation.” 
A careful reading of the preceding few 
paragraphs of the text will show that 
the “‘it,” referred to, is not multiple cor- 
relation, but the “rational method of 
quota setting” by which a committee 
sets final quotas based partly on the re- 
sults of correlation analysis, partly on 
practical experience, partly on the desire 
to introduce allowances for unmeasured 
and immeasurable conditions, and partly 
on the advisability of omitting allow- 
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ances for undesirable tendencies.! Ob- 
viously, this sensible or rational method 
of quota setting ‘makes use not of the 
past sales but of the factors likely to 
affect per capita sales in the future, some 
or all of which may have affected sales 
in the past”’ as indicated by correlation 
analysis. It is hoped that other casual 
readers have not misconstrued this 
statement. 

Having taught and used multiple cor- 
relation extensively for over fifteen 
years, the writer has no illusions as to 
its advantages and disadvantages. Of 
course, it may only be applied to past 
sales experience, and the estimating 
equations so derived merely provide 
“redistributed” sales.2 Furthermore, the 
writer has abundantly shown that the 
regional relationships found in past 
sales may change with the passage of 
time due to various influences. In fair- 
ness, Professor Wellman should have 
made it clear that precisely the same 
limitations apply to his proposed cost- 
curves, namely that they are based on 
past sales tendencies which may not 
hold true in the future. 

Professor Wellman’s main proposition 
is that selling effort should be allocated 
to different areas not in proportion to 
consumptive possibilities but, rather, in 
such a way that resulting total sales 
from all the areas combined will be a 
maximum. To do this, he would allocate 
effort so that the marginal sales of all 
the areas would be equal. How simple 
this would be, the reader may judge by 
the professor’s article. How difficult it 
would be, the second half of my book 
makes clear if any experienced market 
anaiyst doubts. 

When the writer first began sales 


1D. R. G. Cowan, Sales Analysis from the Manage- 
ment Standpoint, Chicago 1938, pp. 26-7. 

2D. R. G. Cowan, idid., p. 26. 

3 Jbid., pp. 70-83. 


analysis, he suggested that a series made 
up of the coefficients of elasticity of de- 
mand in sales areas might be used in set- 
ting regional sales quotas.‘ Since then 
the practical difficulties of developing 
demand curves for hundreds of products 
in hundreds of changing sales areas have 
been encountered and have seemed in- 
surmountable as a business proposition. 
Add to these the fact that a curve would 
be required in each area to express the 
relationship of the sales of each product 
to each of the many different kinds of 
selling, advertising, and delivery effort 
when expended on each different kind of 
customers. The reader may now realize 
why the writer did not have the temerity 
to propose such a monstruous project in 
his book. On it, however, the W.P.A. 
might engage all unemployed statisti- 
cians in perpetuity. By implying that 
regional market conditions, boundaries, 
and the like are fairly static, by assum- 
ing that all units of effort are homo- 
geneous, and by expressing effort in 
dollars rather than in the myriad forms 
it takes, Professor Wellman has greatly 
oversimplified the problem. 

In his last paragraph Professor Well- 
man catches a glimpse of the difficulties 
associated with his method. He feels, 
however, that until that is used, the 
problem of maximizing total sales by 
equalizing the marginal sales of specific 
products in numerous areas is not “‘capa- 
ble of being solved.” The writer dis- 
agrees because the problem is continually 
being solved by management. Manage- 
ment, in each area, weighs the effect of a 
little more or less of different kinds of 
effort including salesmen’s interviews, 
deliveries, telephone calls, advertising, 
and dealers’ helps. It decides from ex- 


*D. R. G. Cowan, Some Difficulties to be Encoun- 
tered in Determining Sales Quotas, American Manage- 
ment Association, Sales Executive Series No. 31, 1926, 
p. 12. 
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perience how intensively it may be 
profitable to apply these forms of effort 
and how to interchange and weave them 
together for best results. That is to say, 
it practices marginal analysis by experi- 
mentation. 

By “results” the writer means profit 
rather than volume, and Professor Well- 
man oversimplifies by restricting his dis- 
cussion to the latter. Management aims 
to maximize, not the sales volume but 
the net profits, from selling effort in 
various areas. Quite rightly, Professor 
Wellman says that the writer discussed 
demand curves and the effects of num- 
bers of salesmen and amounts of adver- 
tising upon the volume of both sales in 
general and to different consumers and 
retailers without showing precisely how 
to allocate effort according to these 
measured tendencies. This is the task of 
management, and one whole chapter 
and parts of others were devoted to a 
discussion of management’s “function of 
co- ordinating the ratesof particular prod- 
ucts,’ for the purpose of maximizing 
profits. Research merely aids in this 
process. In the writer’s treatment, it 
seemed that ample recognition was given 
to the distinction between fixed and 
variable expenses, to the elasticities of 
expenses and demand, and to their co- 
ordination in pricing for maximum 
profits. 


5D. R. G. Cowan, Sales Analysis from the Manage- 
ment Stand point, 1938, p. 161. 


Using his proposed cost-curves, Pro- 
fessor Wellman might have made quite 
a good case for the allocation of effort 
according to regional market potentials. 
In agricultural economics it has been 
explained that the same amount of seed 
and labor applied on a good farm will 
yield more than on a poor farm, and also 
that their application in larger amounts 
on the former may be more productive 
and more profitable. On more favorable 
sites, real estate operators build higher 
buildings and chain store operators 
place more equipment, and clerks, in 
order to sell to more numerous patrons.® 
Following the same principle, larger ex- 
penditures may be profitably under- 
taken in areas possessing higher market 
potentials. Professor Wellman’s sales- 
expenditure or “input-output” curves 
would prove this to be true. Apparently 
therefore, the allocation of effort in pro- 
portion to market possibilities is quite 
sound, but whether the amount of al- 
location is profitable or not is a matter 
for management to decide. 

The question of varying penetration 
of the market mentioned by Professor 
Wellman is not a serious complication. 
Those with marketing experience know 
that if salesmen or advertising are with- 
drawn following market penetration, it 
is not long before that penetration ceases 
to exist. 


§ John D. Black, Production Economics, ist Ed. 1926, 
Chapter XIII, pp. 347-382. 





Tue Epiror recrets: In the article by Mr. Haynes in the issue for October 1938 two typo- 
graphical errors appear. The second sentence in the paragraph that begins in the middle of 
the first column on page 183 should read: “One important marketer to industry, for exam- 


ple, last year had the unfortunate experience of having his salesmen spend 85% 


of their 


time among plants representing only 15% of the potential and only 15% of their time among 
plants representing 85% of their potential.” And then the name “Jean Canod” does not be- 


long in line 3, column 2, page 183. 








SOME THEORETICAL CONSIDERATIONS 
REGARDING FAIR TRADE LAWS 


CHARLES F. PHILLIPS 
Colgate University 


Epitror’s Note: Professor Phillips discusses Fair Trade 
laws in terms of economic theory. This is important from 
the standpoint of social policy and future legislation. The 
two following articles by Cassady and Miller present some 
data on results. These, also, are important for their bearing 
on the theoretical analysis. 


HE FOLLOWING paragraphs present 
ey caiee new from the point of view 
of the tools and concepts of economic 
theory. Rather the aim has been to take 
some of the ideas which have been de- 
veloped by Robinson,! Chamberlin? and 
others and to apply them to a specific 
problem. Throughout the analysis it is 
assumed that the reader is somewhat 
familiar with the writings of these 
authors. 

The problem to be considered is that 
of the long run theoretical tendencies of 
resale price maintenance programs. It 
is not necessary to recite for the readers 
of this ouRNAL the spread of Fair Trade 
Laws making resale price maintenance a 
legal act and the increasing number of 
manufacturers who are taking advan- 
tage of these laws. The importance of the 
problem is well understood. It seems best 
to proceed directly with the analysis. 


I 


Let us assume that all manufacturers® 
of coffee may be divided into three quite 
separate groups: Group I manufacturers 
selling packaged but unbranded coffee, 
Group II manufacturers selling pack- 
aged, branded, and well advertised cof- 

1 Robinson, Joan, The Economics of Imperfect Com- 
petition, New York, The Macmillan Company, 1933. 

2 Chamberlin, Edward, The Theory of Monopolistic 
Competition, Cambridge, Harvard University Press, 


1933. 
3 Firms engaged in roasting and packaging coffee. 
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fee, and Group III manufacturers who 
sell packaged, branded, and well ad- 
vertised coffee under a resale price 
maintenance program. All three groups 
sell direct to retailers so that we may 
neglect the complications which would 
be introduced by the presence of an in- 
dependent wholesaler. We assume fur- 
ther that the coffee sold by each manu- 
facturer, irrespective of the group into 
which he falls, is identical in quality. 
Under these assumptions we may pic- 
ture the cost situation of the optimum 
size firm‘ of each group as in Figure 1. 





FIGuRE I 


In Figure 1 the AUC curve is the curve 
of average unit cost for a single manu- 
facturer. It represents all costs of physi- 
cal production,® including a return to 
capital and management sufficient to 
bring these agents of production into 

‘ The firm having the lowest possible average unit 
cost. 

* Cost of physical production covers such costs as 


raw materials, roasting, and packaging but not that of 
advertising and other selling expenses. 
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the field. As a result of the economies 
of large-scale production, this curve 
gradually falls to the right as output in- 
creases. However, when output is equal 
to OA the minimum point on the curve 
is reached and thereafter the curve rises 
with increased output—this increase be- 
ing a consequence of the management 
difficulties faced with a larger output 
and the like. The MC curve is the curve 
of marginal cost, a curve which at any 
point shows the amount added to total 
cost by the production of the correspond- 
ing unit shown on the OX axis. This 
curve passes through the minimum 
point of the AUC curve.® 

Under the foregoing assumptions what 
conclusions can we come to as regards 
the relative heights of the prices asked of 
the retailers by the three groups of 
manufacturers? 


II 


In Group I there are such a large 
number of manufacturers and each con- 
trols such a small part of the total sup- 
ply that no one manufacturer can in- 
fluence price by changing his output. 
Moreover, as identical quality coffee is 
being sold by each manufacturer (and 
as this is known by the buyers), price is 
the sole basis of determining from which 
seller a retailer will buy. It will be noted 
that these conditions are those which in 
recent years have been termed the con- 
ditions of pure competition.” Under such 
conditions there are two tendencies 
which should be noted. 

In the first place, there is a tendency 
for each firm to expand (or contract, as 
the case may be) to the output giving it 
the same minimum average unit cost as 
the optimum size firm (that is, a mini- 
mum cost of OB as shown in Figure 1 


® Meyers, A. L. Elements of Modern Economics, New 
York, Prentice-Hall, Incorporated, 1937, p. 107. 
7 Chamberlin, op. cit., p. 7. 


when output is OA.® Any firm not tak- 
ing steps to achieve this minimum cost 
would find its cost so high that it would 
lose money trying to meet the prices of 
competitors. 

In the second place, there is a tend- 
ency for price to become equal to OB (in 
Figure 1)—a figure which is identical 
with the minimum average unit cost. 
This follows from the fact that at any 
price above OB the profits which are 
being realized will attract new competi- 
tion as well as cause existing manu- 
facturers to expand. The added output 
results in a lower price. On the other 
hand, a price less than OB will result in 
losses and a gradual contraction in the 
supply of coffee. 

It seems then that, in pure theory, 
under the conditions which we have as- 
sumed for Group I manufacturers the 
price to the retailer would tend toward 
the lowest price possible.°® 

Group II manufacturers present quite 
a different case as here the cost of ad- 
vertising must be considered in addition 
to the cost of physical production. Let 
us assume that each of these producers 
achieves the minimum physical produc- 
tion cost curve of Figure 1, although this 
is not necessarily true in practice. It still 
follows that the summation of their cost 
of physical production plus their ad- 
vertising cost will result in an average 
cost curve which will lie above AUC. 
This is shown in Figure 2. 

In Figure 2 the AUC curve is identical 
with that of Figure 1. The per unit cost 
of advertising is reflected in the area 
lying between AUC and ATUC, the 
latter referring to average total unit 


8 While the lowest points on the AUC curves of the 
various manufacturers would tend to be the same dis- 
tance from the OX axis, they would vary in distance 
from the OY axis. 

® Throughout this discussion selling costs are neg- 
lected except for the advertising cost of Group II and 
III manufacturers. 
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cost and including both physical produc- 
tion cost and advertising cost. The 
ATUC curve approaches AUC as output 
increases because the assumed fixed sum 





FIGuRE 2 


spent for advertising is distributed over 
more units.!° 

It will be noted that even if the Group 
II manufacturers sell at their minimum 
average total unit cost (OF) that they 
cannot sell at as low a price as can Group 
I manufacturers (OB). But, in addition, 
they will not sell at a price as low as 
their minimum average total unit cost. 
The reason for this requires a brief con- 
sideration of the influence of advertising 
on the nature of the demand curve fac- 
ing each firm. 

When conditions of pure competition 
exist it follows that the demand curve 
facing each firm is perfectly elastic." 
Not so when branding and advertising 
are undertaken! As soon as branding has 
differentiated among the various coffees 
and advertising has created preferences 
for certain products, the demand curve 
facing a Group II manufacturer becomes 

10 As each possible sum expended in advertising re- 
sults in a different figure, in each diagram where adver- 
tising costs are included it is assumed that the advertis- 
ing costs shown are the most favorable from the manu- 
facturer’s point of view. 


1! For more detailed discussion see Meyers, op. cit., 
P- 47- 


less than perfectly elastic (PC in Figure 
3) and takes on some degree of slope (as 
PD) in Figure 3). 

This shift in the slope of the demand 
curve involves a change in the marginal 
revenue curve.” As long as the demand 
curve is perfectly elastic, the marginal 
revenue curve is identical with it. On 
the other hand, a sloping demand curve 
leads to a marginal revenue curve which 
slopes downward more abruptly than 
does the demand curve (MR in Figure 
3).33 

This change in the slope of the mar- 
ginal revenue curve is very important as 
it is the relationship of this curve to the 
marginal cost curve which determines 
how far a company will expand its out- 
put. Consider the manufacturer de- 
picted in Figure 4—this figure being 
identical with Figure 2 with the addi- 
tion of the demand (PD) and marginal 
revenue (MR) curves. Under these con- 











Y 
\ 
\ 
2 \ 
«& MR “PD 
x 
units 
FIGURE 3 


ditions the manufacturer will produce 
OH units which he will sell at a price of 
OL to make a total profit as indicated 
by the shaded area. The output of OH 
is indicated by the fact that with excess 
production the manufacturer would be 
adding more to his cost than to his 


2 A curve every point of which shows the amount 
added to gross revenue by the sale of the corresponding 
unit as shown on the OX axis. 

48 Chamberlin, op. cit., p. 14. 
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revenue (that is, MC lies above MR), 
while with an output of less than OH 
the reverse is true. Thus to maximize 
profits, the output OH is necessary. 

However, the profits being made by 
the producer of Figure 4 will attract 
competitors'* who may advertise and 
take away some of his possible buyers. 
This might continue until the demand 
curve with which he is faced is forced 
tangent to his ATUC curve as in Figure 
5. Here the manufacturer’s output will 
be ON and his price OM—any price 
above this attracting competition and 
any lower price spelling bankruptcy. It 
will be noted that this means that 
Group II manufacturers tend to operate 
at higher average costs than do Group I 
firms and to sell at higher prices, but— 
if competition is sufficiently effective— 
make no higher profits. 


ane 





FIGURE 4 


When we turn to Group III manufac- 
turers—those who practice resale price 
maintenance—it may be noted that the 
only change as far as average cost is 
concerned between these manufacturers 
and those of Group II is the added cost 


“It should be noted that this competition might 
come not only from new firms but also from firms of 
Groups I and III who might shift to the characteristics 
of a Group II firm. 


of administering the resale price main- 
tenance program. For some manufac- 
turers this cost may prove to be negligi- 
ble. Contrariwise, in some fields enforce- 





FIGuRE 5 


ment problems have arisen so that polic- 
ing expenses are necessary in addition to 
administrative, legal, and clerical costs. 
On the whole, it seems that the cost of a 
price maintenance program does tend to 
raise the ATUC cost of Group III 
manufacturers over those of Group II. 
This has been done in Figure 6 with the 
distance between the AUC and ATUC 
curves covering both advertising and 
price maintenance costs. 





Ficure 6 


Once again we find an increase in the 
minimum ATUC point and—by an 
analysis similar to that of the foregoing 
paragraphs—note that the actual selling 
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price would be above even this mini- 
mum. Moreover, unless it is assumed 
that (1) the ATUC curve of Group III 
manufacturers is quite different in shape 
from that for Group II manufacturers or 
(2) the demand curve facing the price 
maintenance group is more elastic than 
that facing Group II manufacturers, 
the selling price will tend to be above 
that of the manufacturers who practice 
advertising but not price maintenance. 
(Compare Figures § and 6.) 

As a matter of pure theory we may 
summarize the discussion up to this 
point as follows. As we progress from 
Group I to Group III manufacturers we 
find a gradual rise in both minimum 
average total unit cost and of selling 
prices to retailers. Owing to the change 
in the slope of the demand curve from 
perfectly elastic (Group I) toward one 
with a decreasing degree of elasticity, the 
price is increased by more than the 
change in the minimum point of the 


ATUC curve. 
Ill 


What about price charges by retailers 
of the products of our assumed coffee 
manufacturers? Once again it seems de- 
sirable to make a number of assumptions 
to reduce the problem to manageable 
proportions. First, we assume that the 
only product sold by the retailers is 
coffee. Second, that all retailers buying 
of Group I manufacturers pay the same 
price for their coffee, and that (within 
each group) this is also true for those 
buying of Group II and Group III 
manufacturers. Finally, that retailers 
may be divided into a low operating cost 


% Actually it seems that if price maintenance is suc- 
cessful from the manufacturer’s point of view the de- 
mand “curve facing him will become /ess elastic. This 
follows from the fact that he may offer the retailer a 
larger margin’ which will induce the retailer to put addi- 
tional selling effort behind the article so that demand 
will not fall off much even at a higher price. 


group (Group A) and a high operating 
cost group (Group B), with the higher 
costs of the Group B retailers resulting 
both from the performance of more func- 
tions (extension of credit, and the like) 
and from some degree of inefficiency in 
operation. 

If retailing could be considered as a 
field in which the conditions of pure 
competition existed the answer to the 
relative height of the price at which the 
products of Group I manufacturers 
would be retailed would be quite clear. 
Competition among retailers would tend 
to leave in business the optimum size 
stores of both A and B groups while the 
differential in operating margin would 
be reduced to that made necessary by 
differences in functions performed." 
Moreover, as a result of the tendency of 
customers to buy of the low price store 
(differences in functions considered), the 
remaining stores would be forced to sell 
at their minimum average unit cost. 
Thus to the cost of merchandise—which 
we have already seen is at a minimum— 
would be added the minimum average 
unit cost of retailing. Consumers would 
be buying at the lowest possible prices. 

Unfortunately the answer cannot be 
left in the simplified form of the preced- 
ing paragraph as the field of retailing 
encompasses a large amount of monopo- 
listic competition.!” Customers get in the 
habit of shopping at certain stores and 
this habit is not quickly broken if an- 
other store quotes a slightly lower price. 
The things attracting customers to cer- 
tain stores vary with the customer and 
from store with store. A list of them 
would include, among others, conven- 
ience of location, personality of the store- 

16 That is, differences resulting from inefficiency would 
be eliminated by the necessity of becoming efficient or 
being driven from business. 

17 On this point see Smith, Henry, Retail Distribution, 


London, Oxford University Press, 1937, pp. 20-345 
107-27. 
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keeper, and the reputation of the store 
(“All the ‘best’ people trade there’). 
It is also true that many customers lack 
specific information about prices being 
asked by competing stores while they 
may not know—as we have assumed to 
be true—that the quality of coffee being 
offered by all is identical. 

Out of these elements of monopolistic 
competition it follows that each store 
may be faced with a demand curve which 
is something less than perfectly elastic, 
for example, as PD in Figure 3. Conse- 
quently, an analysis of the prices charged 
would follow the line of that applied to 
Group II manufacturers.'* The retailers 
would not sell at a price representing 
their minimum average total unit cost 
and for a time (as illustrated in Figure 4) 
they might reap a pure profit. However, 
such profit would attract competition so 
that the final possible result might be as 
depicted in Figure 5 with each retailer 
operating with sales too small to mini- 
mize average unit cost and with a selling 
price in excess of that which pure com- 
petition would give—but without any- 
thing which might be called a pure 
profit. The prices charged by Group A 
and B stores might tend to differ by 
something more than the necessary func- 
tional cost difference. 

The analysis of prices asked by stores 
selling products of Group II manufac- 
turers would proceed along lines similar 
to the preceding section except that it 
starts with a manufacturer’s price al- 
ready in excess of that of Group I manu- 
facturers. Thus it seems that we may 
conclude that to this higher cost of 
merchandise, the retailers would add a 
margin influenced by the same monopo- 
listic elements of retailing as those which 
influence the margin of sellers of prod- 
ucts of Group I manufacturers. This 
would tend to pass the higher cost of 


18 Pp. 243-246, above. 


merchandise on to the ultimate con- 
sumer and make the retail price of the 
product higher than that for the un- 
branded and unadvertised product. 

A possible exception to the conclusion 
which has just been stated should be 
noted. It may be that the advertising 
done by the manufacturer has somewhat 
reduced the cost of retailing. This would 
follow if the advertising made the buyer 
so familiar with a product that he 
bought it more readily without absorb- 
ing so much of the salesman’s time. On 
the other hand, it is claimed by some 
that consumer acceptance can be created 
more cheaply by a retailer than by a 
manufacturer.’® It does not seem that 
our conclusion would be changed signifi- 
cantly by this element. 

With the products of Group III manu- 
facturers the analysis would be similar 
to that of the two preceding paragraphs, 
with one exception—or variation—to be 
noted below. Starting with a still higher 
cost of merchandise, the price to the ulti- 
mate consumer would tend to be above 
that asked for the products of Group II 
manufacturers. 

But there is an important variation 
between the operations of retailers sell- 
ing products of Group II and Group III 
manufacturers. In the former case the 
retail margin is still subject to some de- 
gree of competition and while this 
margin—as a consequence of monopo- 
listic elements—may remain wider than 
functional cost differences between 
Group A and Group B retailers, it can- 
not remain too wide owing to competi- 
tion among the retailers within each 


group. 


19 “Brand acceptance, under certain conditions, may 
be more cheaply created by the distributor than by 
the manufacturer. Sears, or Macy, or American Stores, 
or Marshall Field may be able to build consumer ac- 
ceptance for 2 cents per dollar of sales while the national 
manufacturer must spend 3 cents.” Haring, Albert, 
see Domestic Commerce, May 10. 1937, p. 262. 
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Group III manufacturers, however, 
set the margin for the retailers handling 
their products. Moreover, as it is one of 
their aims to encourage the high cost 
stores to carry and to “push”’ their 
products, they have a tendency to set 
the margin above that necessary for the 
low cost operators. Hence, instead of 
competition tending to reduce this 
margin—as it would in the case of a too- 
wide margin for the products of Group 
I and II manufacturers, the added 
profits to which it gives rise leads to an 
increase in the number of retailers of 
coffee. Theoretically, this increase in 
number of retailers (especially low cost 
retailers) would continue until the fall 
in store volume resulted in increased unit 
costs so that no pure profit remained 
from the higher margin.”° In view of this 
it seems likely that resale price main- 
tenance would have a greater tendency 
to protect the inefficient retailer than as 
if the retail margin were more subject to 
competition. 

In brief, the argument on the basis of 
pure theory would seem to substantiate 
the conclusion that the price paid by the 
ultimate consumer for identical quality 
merchandise would rise as we go from 
the products of manufacturers of un- 
branded merchandise through those 
which are widely advertised to those 
which, in addition to being widely ad- 
vertised, are placed under resale price 
maintenance programs. Moreover, be- 
cause a price maintenance program 
tends to result in a somewhat fixed re- 
tail margin which may well be wider 
than the minimum margin needed by 
the low cost retailer, an increase in the 
number of retailers is encouraged rather 
than price competition which might re- 
duce the margin. 


#0 On this point see Chamberlin, op. cit., pp. 108-09. 


IV 


If the assumption that all retailers 
handle but one product is eliminated and 
retailers are assumed to handle some 
price-fixed goods and some which are 
not price-fixed, it does not follow that 
price maintenance will necessarily in- 
crease the number of retail outlets. De- 
prived of the chance of selling price- 
fixed items at a price in keeping with 
his operating cost, the low cost retailer 
may well redouble his price cutting on 
other goods. Thus the total profits of 
his store would not gain and attract new 
competition. Ultimate consumers buy- 
ing the price-fixed goods would pay 
higher prices but those buying other 
goods might gain through a lower price. 


V 


The assumptions upon which the argu- 
ment of this article has been based are 
so far from the facts that it is a dubious 
procedure to apply directly the resulting 
conclusions to actual life. Yet it is inter- 
esting to note that merchandise which 
conforms more closely to that of Group 
I manufacturers than it does to that of 
manufactures of Groups II and III, that 
is, bulk and private brand merchandise, 
does tend to sell for less.! 

As regards the long-run theoretical 
tendency for products of Group III 
manufacturers to sell for more than those 
of Group II manufacturers, in practice 
this tendency is less clear. In fact, if the 
adoption of a resale price maintenance 
program results in a larger number of 
retailers giving more “push” to the 
products of a few manufacturers, these 
manufacturers may well absorb the 
added costs of administering the pro- 
gram (which cost may be small for many 


21 On the other hand, it is argued by some that price 
competition is so ineffective at the present time that 
they can get sufficient volume to operate at a low aver- 
age unit cost only by widespread advertising. 
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manufacturers) by expanding their out- 
puts so that the average unit costs of 
physical production are less. But even 
so the price to the ultimate consumer 
may be higher unless the manufacturer- 
fixed retail margin is no larger than 
that needed by the lowest cost retail 
operators. And it seems doubtful if either 
of these two possibilities could be fully 
realized because (1) if resale price main- 
tenance does result in added volume for 


some manufacturers it may well be that 
other manufacturers will adopt com- 
parable programs and thus again de- 
crease the volume per manufacturer and 
(2) if the retail margin is set just equal 
to that needed by the low cost retailer, 
the manufacturer has not gained one of 
the important aims of a resale price 
maintenance program, that is, encour- 
agement for his product in the high cost 
store. 











THE EXPERIENCES OF THE LIQUOR 
BUSINESS IN THE NEW YORK 


AREA WITH 


FAIR-TRADE 


LAWS 


IRVING H. MILLER 


Columbia 


Epiror’s Note: This article was prepared under the 
direction of Professor R. 8S. Alexander in a seminar in 
marketing. It is published in the hope that it may suggest 
to others a continuing source of material for the Fournal. 

In submitting the article, Professor Alexander appended 
the following note: 

“The opinions which Mr. Miller expresses in it con- 
cerning the general desirability of fair-trade laws are quite 
contrary to those which I hold. His paper is so well pre- 
pared, however, and the material with which it deals is of 
sufficient interest as a case study of the effects of such laws 
in a single industry, that it deserves publication.” 


ITH THE passage of state resale 
price maintenance laws and the 
Miller-Tydings Act, the liquor industry 
rapidly became one of the leaders in the 
field of fair-trade. Three main factors 
seem to account for this preeminence. 
First, though not most important, is 
the fact that brand names have become 
extremely powerful in the sale of alco- 
holic beverages. Purchasers, who really 
have no way of telling a good packaged 
liquor from a poor one when buying over- 
the-counter, have been led by millions 
of dollars worth of well-planned, con- 
vincing advertising to place their faith 
in certain well-known brands rather than 
in others about which they have seen or 
heard nothing. Their reasoning is simple, 
though not always sound: “If a company 
can afford to spend so much money for 
advertising, it must have large sales and 
a good product. Therefore, we can buy 
its products without fear and with as- 
surance that we’re getting quality goods.” 
Thus, brand names have become a 
most important factor in consumer liq- 
uor purchasing. Fair-trade laws are de- 
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signed expressly to protect branded 
products, and, consequently, they have 
gained great favor among distillers, who 
find it expedient to avail themselves of 
these statutes and protect their brands 
by fixing the resale price. 

Another factor contributing to the 
leadership of the liquor industry in re- 
sale price maintenance is the relatively 
small number of strong, well-financed 
national distillers who dominate the in- 
dustry and who, because of their finan- 
cial strength and trade position, are able 
to enforce contracts with wholesalers 
and retailers. Under the present fair- 
trade structure, which provides for ver- 
tical price fixing, the brunt of the en- 
forcement is on the distiller, who in most 
cases is the one who must bring suit for 
violation of signed agreements. Concen- 
tration of power in the hands of a small 
number of large distillers, then, is the 
second reason why the fair-trade laws 
have been especially adaptable to the 
liquor industry. 

The third and most important reason 
is the fact that the retail package liquor 
business, more than any other except 
possibly the drug business, has always 
been subject to devastating price wars, 
which have occurred time and again de- 
spite the vehement opposition of the 
majority of the trade retailers. 

These recurrent price wars, although 
harmful to liquor dealers, are extremely 
interesting from an outsider’s point of 
view, inasmuch as they arise suddenly 
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apparently out of nowhere, spread quick- 
ly over the entire area involved, and 
then disappear just as quickly and 
mysteriously as they come. 

Very few people, even the dealers 
themselves, seem to know the exact ori- 
gin of these price wars, most of which 
occur in and around large metropolitan 
areas, but the counsel for a large nation- 
al retail liquor store association recently 
explained in a personal discussion and in 
a most confidential tone that according 
to trade whispers the price wars in and 
around New York City begin down in 
the Cortlandt and Wall Street section, 
where dealers like Nussbaum’s and the 
Wall Street Liquor Store cut prices on 
“big name’”’ brands in order to capture 
the large ‘‘under-the-river” trade of 
New Jersey Hudson Tube commuters. 

As soon as downtown stores start cut- 
ting prices, explained the lawyer, the 
liquor dealers’ grapevine system begins 
to operate at full speed, and word of 
their action passes from store to store in 
practically no time at all with the re- 
sult that liquor prices all over the City 
begin to drop fast and furiously, each 
dealer being “‘forced to meet competitors’ 
prices.”” Similarly, Westchester price 
wars are believed to start near the Con- 
necticut State line, where New York 
dealers try to draw commuter trade. 

The above explanation of the origin of 
liquor price wars seems to be logical and 
sound, especially in view of the large 
number of city retail wine and spirits 
stores which must depend on transient 
trade for most of their sales. Unlike 
community liquor stores, which usually 
have a steady residential trade and much 
less competition, these downtown city 
stores must draw their customers from 
passers-by, and to do this they must at- 
tract them with special, out-of-the-or- 
dinary inducements. So far, cut prices 
have been found to be the best way to 


draw customers into the store, and, as a 
result, every year at certain times—usu- 
ally just before a holiday rush—de- 
structive price wars have broken out and 
spread throughout the business. 

Prior to the enactment of state fair- 
trade legislation, price wars continued 
until they exhausted themselves. After 
resale price maintenance laws were 
passed, however, distillers, as explained 
above, were given the right to make and 
enforce price-fixing contracts with whole- 
salers and retailers. Enforcement was 
accomplished through the use of injunc- 
tions granted by the courts against “will- 
ful and knowing”’ violators of price con- 
tracts. 

In their first major test—during the 
1937 Christmas holiday season—the 
fair-trade laws failed to stop a vicious 
New York City price battle until well 
after most of the damage had been done. 
However, they were not entirely useless 
in combating the war. Their actual value 
as a combative and preventive force will 
be discussed more fully later. In the 
meantime, it is advisable to explain the 
legal set-up of the liquor industry and 
the way it has reacted to the fair-trade 
laws. 


REACTION OF THE Liquor INDUs- 
TRY TO THE Farir-TRADE Laws 


Seventeen “‘wet”’ states maintain their 
own liquor monopolies, selling the pack- 
aged product only through state or 
county operated stores. Because of the 
existence of such monopolies, fair-trade 
laws cannot apply to the liquor business 
in these states. As a result, resale price 
contracts in the industry are used only in 
the other twenty-three states which con- 
trol the sale of liquor through licensed re- 
tailers. This is called the “open market” 
system, and resale price maintenance 
contracts are made between the distiller 
or wholesaler and the licensed retailers. 
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Before the Miller-Tydings Law was 
passed, almost every major liquor dis- 
tiller and wholesaler (with the exception 
of the importers) prepared and issued 
fair-trade contracts. Soon after the Bill 
became an Act, most of the remaining 
distillers and wholesalers followed suit, 
but the importers still opposed the idea 
and would not carry on resale price 
maintenance negotiations. This state- 
ment applies only to the independent 
importers, not those who are affliated 
with large domestic distillers or subsidi- 
aries of companies like Schenley Prod- 
ucts, National Distillers, Hiram Walker, 
or Seagrams, all of whom did issue fair- 
trade contracts. 

The reason for the opposition of inde- 
pendent importers was rather simple. To 
begin with, the prices of imported wines 
and liquors were higher than those of 
similar domestic products, mainly be- 
cause of the import duties which had to 
be paid. This immediately put importers 
at a disadvantage in competition with 
American products. Now, if the import- 
ers were to issue fair-trade contracts, 
they knew very well that the mark-ups 
(on a parity with domestic merchandise) 
requested by retail dealers would have 
been too high and that they (the im- 
porters) would have born the brunt of 
criticism for the price increases resulting 
from such pacts. Because they could not 
afford to have public opinion against 
them and because they feared horizontal 
price fixing on the part of retailers if 
fair-trade contracts were signed, the im- 
porters went out of their way to oppose 
such agreements. 

This opposition created much ill will 
and disorganization in the industry. By 
refusing to grant the 40 per cent mark- 
up generally prevailing in the business 
and insisting on a 30 per cent mark-up 
which they claimed equalized their posi- 
tion with domestic distillers, the import- 


ers lost the cooperation of retailers. As a 
matter of fact, at a meeting of New York 
package-store retailers’ associations a 
recommendation was made to boycott im- 
ported alcoholic beverages by the initia- 
tion of a “Buy American” movement. 
Such a program, if actually carried out 
would have resulted in virtual ruin for 
the importers, who have a tremendous 
investment at stake in this country. 

The mark-up argument between the 
importers and the retailers apparently 
gave hitherto satisfied distillers some- 
thing to worry about, because they in- 
dicated then, with some alarm, their fear 
for the future of fair-trade contracts on 
the ground that retailers and their asso- 
ciations had been using such agreements 
to obtain high prices entirely out of line 
with tendencies in the industry toward 
general downward revision of prices. 

At the same time, a Distilled Spirits 
Institute spokesman, who preferred to 
remain anonymous, indicated that the 
passage of the Miller-Tydings Act and 
the various state fair-trade laws had giv- 
en the retail wine and liquor trade an 
excuse for profiteering, inasmuch as 
some associations of wholesalers and re- 
tailers had indicated that they believed 
the laws could be used as the means for 
greater mark-ups and higher prices. 
What’s more, according to the same in- 
formant, organizations had actually ap- 
proached the distillers with such sugges- 
tions. 

In the midst of all the argument on 
mark-ups and in the face of higher liq- 
uor prices as a result of supposed hori- 
zontal price fixing among retailers, the 
trade in New York and New Jersey, as 
well as in many other states throughout 
the country fell victim to a Christmas 
price war more devastating than any be- 
fore it. The New York City area, as 
usual, experienced the severest cutting. 
When small City retailers cut prices on 
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National Distillers’ “(Mount Vernon” 
and “Old Overholt” whiskies under the 
$3.25 contract limit, even those other re- 
tailers who had been enjoined by previ- 
ous injunctions from selling below that 
price disregarded their court orders to 
meet the competition, and soon these 
two brands were selling as low as $2.45. 
After continuing unchecked during the 
whole holiday season, the price war was 
finally slowed down and ended by means 
of injunctions obtained by the major dis- 
tillers against the most flagrant retail 
violators of fair-trade contracts. 

With the New York City war at its 
height during December, price cutting 
spread into New Jersey, where the fight- 
ing was, if anything, more vicious. Al- 
though the situation settled down soon 
after the New York war ended, prices 
in New Jersey for some time were not 
maintained at contract figures but at a 
somewhat lower level than those set by 
signed resale agreements. 

When the Jersey war began, distillers 
followed the tactics they had used in 
New York and brought injunction pro- 
ceedings against the most severe price 
cutters. They received an unexpected 
setback, however, when Vice Chancellor 
Bigelow in the New Jersey Court of 
Chancery ordered the injunctions of 
Calvert, Schenley, and National Distil- 
lers against five alleged retail contract 
violators vacated on the grounds that 
fair-trade agreements under the New 
Jersey Fair-Trade Law were of doubtful 
validity. At the same time a suit brought 
by three retailers against a price-cutting 
competitor was dismissed with the argu- 
ment that fair-trade laws are designed 
to protect the distillers’ trade marks, 
and retailers, having no interest in such, 
therefore have no right to maintain 
suits. 

Within a few days Vice Chancellor 
Alfred Stein, unimpressed by the Bige- 


low decision in regard to New Jersey 
fair-trade laws, granted the Houbigant 
Sales Corporation a temporary injunc- 
tion against an East Orange retailer, re- 
straining him from cutting prices of 
cosmetics under contract levels. 

Five months after Vice Chancellor 
Bigelow’s anti-fair-trade rulings, the 
New Jersey Court of Errors and Appeals 
reversed both of his decisions, stating 
first, that the jurist ‘fell into error” be- 
cause “price fixing contracts such as the 
one under consideration are authorized 
by the statutes here in question and have 
received judicial sanction,” and second, 
that “sale below contract price is unfair 
competition and is actionable at the suit 
of any person damaged thereby.’” 

After the 1937 Christmas season flare- 
up liquor resale prices were maintained 
without any trouble until the early part 
of April, 1938, when another price war 
threatened. Previous experience, how- 
ever, had taught distillers a lesson, and 
they obtained injunctions against fla- 
grant offenders before the retail dealers 
could advise the public of cut-price bar- 
gains. It took less than a week tostop 
this outburst, which would have dis- 
rupted the liquor business during the 
whole Easter season. 

By successfully throttling the threat- 
ened Easter price war through distiller 
injunctions the resale price maintenance 
laws showed increasing strength and 
gave indication of becoming even strong- 
er as many of their weaknesses were cor- 
rected by experience. 

The severest crisis which threatened 
the existence of the fair-trade laws in the 
liquor industry arose during the summer 
of 1938, and, peculiarly enough, was in- 
stigated by a major distiller. On August 
2nd, Schenley Products startled the liq- 


1 Schenley vs. Franklin Stores. 
* Gilhaus Beverage Co. of Hackensack vs. Franklin 
Stores. 
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uor business by quite unexpectedly an- 
nouncing its intention of cancelling all 
existing price agreements and issuing 
new ones during the first week of the 
following month. In addition, three 
Schenley brands—Golden Wedding, B 
& G Wines, and Belmont Branded Bour- 
bon—were to be removed entirely from 
the price-fixed field and allowed to find 
their own price levels. 

In place of the original resale price 
maintenance contracts, which allowed 
the retailers a straight 40 per cent mark- 
up, Schenley planned to re-issue agree- 
ments setting three different prices: (a) 
a minimum, (b) a suggested, and (c) a 
weekend-holiday special price. Natural- 
ly, the retailer was interested only in the 
new minimum figure, and on this his 
mark-up was to be only from 25 to 35 
per cent. 

Soon after Schenley’s radical an- 
nouncement, retailers began cutting 
prices on all of its brands, especially on 
the three which were not price fixed. The 
reductions were as high as 40 per cent on 
these brands. Besides slashing prices, re- 
tailers “boycotted” Schenley most ef- 
fectively by drastically reducing pur- 
chases and keeping Schenley products 
under the counter. 

So intense and damaging was the 
united opposition of the retail package 
dealers, the wholesalers, and the bars and 
grills—all led by their newly-organized 
association, the New York Joint Liquor 
Conference—that on September 2nd, 
Schenley was forced to re-issue contracts 
like the original ones instead of introduc- 
ing the new ones, as it had contemplated. 

Organized self-enforcement within the 
liquor industry scored a clean victory in 
the Schenley fight, the retailers, whole- 
salers, and bars and grills proving con- 
clusively that they can and will unite to 
“keep their kitchen clean’’—which is a 
good sign for the successful continuance 


of the resale price maintenance laws. 

Aside from enforcement steps taken 
by liquor trade associations, many state 
legislatures have themselves enacted 
laws aimed at strengthening fair-trade. 
After the Court of Errors and Appeals 
had reversed Vice Chancellor Bigelow’s 
anti-fair-trade rulings, New Jersey passed 
a law which had previously been sug- 
gested by its Alcoholic Beverage Com- 
missioner D. Frederick Burnett at the 
time when the resale price maintenance 
situation in that state was at a legal 
standstill. The new law gave the Com- 
missioner power to suspend or revoke 
licenses of liquor distributors or retail- 
ers violating price agreements with dis- 
tillers. 

Commissioner Burnett’s suggested 
plan, which is now a law of New Jersey, 
is not a new idea in the fair-trade field. 
Arizona has already passed an official 
regulation requiring all licensees in the 
State to comply fully “with all fair-trade 
agreements made within the State of 
Arizona under the Arizona Fair-Trade 
Act of 1936.” This Act applies to non- 
contract dealers as well as to those who 
sign price pacts. Violation of any law of 
Arizona is ground for suspension or revo- 
cation of a liquor license, and so issuers 
of fair-trade contracts in the state have 
two means of enforcing them—by dam- 
age and injunction suits and by statu- 
tory threat involving loss of license in 
case of conviction for violation of resale 
price maintenance contracts. 

California has achieved the same re- 
sults as Arizona by means of direct legis- 
lation. In addition to its Fair-Trade Act, 
which applies to all business within the 
state, California in 1936, amended its 
Alcoholic Beverage Control Act so that 
it now sets forth and re-enacts the gen- 
eral fair-trade act in full, applying it to 
the liquor business specifically by sub- 
stituting the words ‘‘alcoholic beverage”’ 
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wherever “commodity” appears in the 
original general act. Under this Califor- 
nia law the act of selling below contract 
prices constitutes grounds for suspension 
or revocation of licenses and is a misde- 
meanor under the general penalty pro- 
vision of the state law which makes the 
violation of any statutory provision a 
criminal offense. 

Similar legislation is being considered 
by many other states, particularly in the 
West, where fair-trade and like move- 
ments seem to flourish with especial 
vigor. Undoubtedly other state liquor 
control boards and commissions will fol- 
low California, Arizona, and New Jersey 
in making violations of a state fair-trade 
law a ground for automatic loss of a re- 
tailer’s license. How far this move will 
spread, though, is at present only a mat- 
ter of conjecture. If the movement does 
become popular, the retail liquor associ- 
ations, which have actively sponsored 
fair-trade legislation from the start, may 
find such additional state regulation a 
boomerang and be forced to oppose it. 


CONCLUSION 


Most of this discussion has been con- 
cerned with the history of fair-trade leg- 
islation and the way in which such legis- 
lation has affected the liquor industry. 
The facts and opinions so far presented 
should have led to a definite conclusion 
on the future of these laws in the indus- 
try. They have not. The reason why they 
have failed to do so is the fact that the 
whole fair-trade system is still develop- 
ing and changing at too rapid a rate to 
make possible any definite predictions. 
Too short a time has elapsed since the 
passage of the various state acts, and too 
many questions regarding them still 
must be answered. 

Worthy of note at this point (although 
it is not actually concerned with the liq- 
uor industry) is the Pepsodent Com- 


pany’s experience with resale price main- 
tenance. Faced in 1935 with a steadily 
declining sales curve, the organization 
revised its price lists and accordingly in 
1936 issued fair-trade contracts. 

A year and a half later, after careful 
study of its records, the Company sent 
out a letter to its dealers and advertised 
to its customers telling them the dollars 
and cents story of what had happened 
under fair-trade. It was indeed an en- 
couraging report, for, according to Pep- 
sodent’s audited figures, during the first 
year of resale price maintenance cus- 
tomers had saved nearly half a million 
dollars on Pepsodent purchases, dealers 
had realized a quarter of a million dollars 
more profits on its items, and the Com- 
pany itself had sharply reversed the 
downward direction of its sales curve— 
all of which it generously attributed to 
its operating under fair-trade agree- 
ments. Here, then, is a major case in 
which resale price maintenance is re- 
ported to have saved rather than cost 
the consumer money, as opponents of 
price fixing claim. 

Although no liquor distiller has, at the 
time of this writing, issued any figures 
on its experience with resale price main- 
tenance, there is sound basis for the 
opinion that from the industry’s stand- 
point the fair-trade laws have benefited 
the liquor business. It may be argued 
that they have failed to keep liquor wars 
from starting, but it must be admitted 
that the injunctions granted distillers 
against contract violators have done 
more than any other corrective measures 
to stamp out the wars soon after they be- 
gan. 

From the 1937 Christmas season price 
war, through the April and August bat- 
tles, and down to the last brief skirmish 
a few weeks ago, the fair-trade laws 
have shown themselves to be increas- 
ingly capable of maintaining their suc- 
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cessful existence. Trade opinion on their 
desirability is now almost unanimously 
favorable, as evidenced by the fact that 
the liquor importers finally accepted fair- 
trade and at their convention in October, 
1938, decided to form an association to 
aid in enforcing resale price agreements. 

As potent as fair-trade contracts have 
proved themselves to be in recent 
months, they still are far from being in- 
vulnerable and need time in which to 
correct and strengthen themselves be- 
fore they can be used to prevent price 
wars with consistent success. 

Toward the goal of giving the laws 
more strength, the California, New Jer- 
sey, and Arizona systems of making 
violation of them punishable by revoca- 
tion or suspension of license may be 
adopted by the rest of the states with 
some modification so that the distillers 
are not entirely prevented from playing 
a part in the enforcement of contracts. 

Another way of assuring adherence to 


fair-trade contracts, without having to 
resort to a state law making violation of 
them a misdemeanor punishable by loss 
of license, would be to continue the pres- 
ent system of injunctions and make the 
act of disregarding an injunction, which 
in itself constitutes contempt of court, 
ground for revocation or suspension of a 
license. 

Despite the continued opposition of 
large stores like the Great Atlantic and 
Pacific Tea Company, Macy’s, and 
Sears Roebuck, who claim they are “be- 
ing penalized for efficient management,” 
fair-trade laws will probably correct 
their weaknesses within the next few 
years and continue in operation with the 
support of the majority of retailers. 

As one liquor dealer stated: “‘the laws 
are protecting us from big business by 
taking the burden of price competition 
off our shoulders and putting it where it 
belongs—on the shoulders of the manu- 
facturers, who can better afford it.” 
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THE CONSUMER AND THE MAINTENANCE 
OF RESALE PRICES 


RALPH CASSADY, JR. 
University of California at Los Angeles 


ucH HAS been written about the 

present status of resale price main- 
tenance in the United States. Most 
marketing men know that “fair trade’ 
laws are in effect in 43 out of the 48 
states; that federal legislation has been 
enacted to legalize contracts between 
parties living in different states having 
such laws. It is equally well known that 
the usual law makes the issuance of one 
contract tantamount to the issuance of 
contracts to all. That is to say, the legis- 
lation from the point of view of the 
proponents seems to be free from 
“bugs”; should be, from their point of 
view, quite effective. 

The scope of “‘fair trade” legislation 
has also received some attention. For- 
tunately—from the consumer’s point of 
view—its provisions are limited to the 
sale of identified commodities, which 
means that produce, secondhand goods, 
and all other types of goods sold with- 
out benefit of brands are without the 
scope of “‘fair trade” legislation. Indeed, 
actually, goods containing a high degree 
of the fashion element and those which 
are highly competitive are not easily 
subject to price control either. Conse- 
quently, probably not more than 10%— 
at the most 15%'—of retail sales has 
any possibility of coming within the 
scope of resale price maintenance laws. 
Indeed, at present the bulk of contracts 
are in books, liquors and drugs and cos- 
metics.2, Moreover—as shall be brought 


1 E. T. Grether, “Why Most Retail Prices will escape 
Control under Fair Trade,” Printers Ink, February 17, 
1938, p. 13. 

2 While no complete list is in existence, the Hon, 


out later—because of the existence of 
more or less fixed patronage habits only 
a portion of the consumer body in any 
line is immediately affected in a ma- 
terial way by the inauguration of such 
legislation. However, no bad piece of 
legislation should be condoned on the 
ground that only a small proportion of 
the public is affected by its provisions. 

Question is: What is the effect of 
price maintenance on the several classes 
of consumers? Fortunately, there are 
now available results of a number of ob- 
jective studies. From these the impact 
of price maintenance legislation can be 
deduced. The now-classic study made 
by Professor Grether of California still 
is Outstanding. As most people in the 
field know, Grether found (granting the 
representativeness of the sample) that 
after the inauguration of effective legisla- 
tion in California prices of contractual 
items in the drug field increased about 
30% in cut-rate establishments, but 
declined slightly—probably not over 2% 
—in the same period in the small city 
or neighborhood type of outlet.® 

Right in line with these findings are 
those recently published by Dun’s Re- 
view. In this study* the investigators 





Robert E. Freer (“Fair Trade in Operation,” THE 
JOURNAL OF MARKETING, April, 1938, p. 303) stated 
that in New York about 50% of the existing contracts 
were in drugs and cosmetics, 25% in books and 7% in 
liquors. 

8 FE. T. Grether. “Experience in California with Fair 
Trade Legislation Restricting Price Cutting,” California 
Law Review, Sept., 1936, pp. 662-76. 

4 Made by Reinhold Wolff and Duncan Holthausen 
and published in Dun’s Review, July, 1938, pp. 15-22 
and 44, under the title “The Control of Retail Prices 
under Fair Trade Laws.” 
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analyzed the retail distribution struc- 
ture more minutely. Thus, drug stores 
for the purposes of this analysis were 
classified as merchandising drug, and 
neighborhood drug outlets, neighbor- 
hood establishments being further classi- 
field according to size of city. This study 
also revealed that there were vast dif- 
ferences in the effect of price mainte- 
nance on retail market prices. While 
there were, according to this study, in- 
creases from pre-contractual prices of 
29% and 2% in New York merchandis- 
ing drug stores and New York neighbor- 
hood drug stores, there were respective 
decreases of 7%, 5% and 4% for neigh- 
borhood stores in cities of less than 
10,000, 10,000-100,000 and _ 100,000- 
1,000,000. Hence, the evidence seems to 
point toward differences in effect to dif- 
ferent classes of customers.® More specifi- 
cally, the results of the studies men- 
tioned above indicate that the immedi- 
ate effect on consumers has been quite 
different depending upon their patron- 
age habits; that those buying from 
metropolitan cut-rate establishments 
have received the major impact of the 
legislation. Indeed—considering the im- 
mediate situation only—those patroniz- 
ing neighborhood outlets gained in 
varying degrees. When one assumes a 
broader outlook, however, one must 
qualify the latter conclusion since the 
alternative of shifting patronage to cut- 
rate establishments in the purchase of 
nationally-advertised goods now is an 
alternative in name only. That is to say, 
with nationally-advertised goods price 
differentials are now of little magnitude. 
Speaking broadly, then, the neighbor- 
hood store patron also is affected ad- 
versely—though perhaps only poten- 


5 Undoubtedly some price differential on contractual 
items still exist as between different classes of merchan- 
dising institutions. Existing differentials, however are 
much narrower than heretofore. 


tially 





by price maintenance legislation. 

The next question is: Is there a way 
out for consumers who have been ad- 
versely affected by price maintenance 
legislation? Obviously, consumers who 
“insist on the genuine” have little choice 
in the matter of price. But if one pierces 
the fog of advertising claims of most 
products, one finds little of uniqueness 
in the items themselves. Comparing 
products on the basis of essential simi- 
larity, one discovers rather startling 
price differences. 

In an attempt to discover whether the 
informed consumer-buyer actually has a 
practicable alternative in the purchase 
of his drug requirements, a study of 
comparative prices of “‘price-fixed’’ and 
comparable non-nationally-advertised or 
privately-branded items was conducted 
by this writer. Fourteen well-known 
drug and drug sundry items were util- 
ized and quotations obtained from four 
different types of merchandising institu- 
tions.® Quotations were reduced to index 
numbers and arithmetic averages com- 
puted for each item. The index numbers 
are expressed in terms of the non-price- 
fixed items as bases. That is to say, since 
the quotations for the price-fixed items 
were identical in most instances and the 
variations appear in the price of the 
substitute item the index was computed 
on a basis of this varying figure. The 
index number in each case, then, is an 
expression of relationship between aver- 
age prices of price-fixed and non-price- 
fixed comparable items. The tabular 
presentation appears on the next page. 

The findings are worthy of several 
comments. On the whole the consumer- 
buyer seems to have a very practical 
alternative. While differentials vary 


6 Retail prices were gathered from a national mail- 
order house, a Los Angeles cut-rate independent, a 
large west coast chain and a large New York depart- 
ment store. 
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Average price ! Average price 
' of “price-fixed” Non. of “price-fixed” 
Non- item in terms NAbONAHY-\ stem in terms 
Item nationally- of non- Item advertised of non- 
advertised nationally-ad- prices nationally-ad- 
vertised prices vertised prices 
Amber Petroleum Jelly 100.0 181.0 Liquid Petroleum 100.0 189.8 
(U.S.P.) Hair Tonic 
Aspirin (U.S.P.) 100.0 432.5 Mineral Oil (with agar and 100.0 178.8* 
phenolphthalein) 
Burn Ointment 100.0 174.5* Nose drops 100.0 188.4 
(with ephedrine) 
Castor Oil (U.S.P.) 100.0 97.4 Prophylactum Antiseptic 100.0 197.7 
Chocolate Laxative 100.0 182.3 Sodium Perborate 100.0 283.3* 
(colored & flavored) 
Effervescent Alkaline 100.0 150.4* Sanitary Napkins 100.0 185.0 
Tablets 
Effervescent Laxative 100.0 536.5° Vaporizing Rubbing Com- 100.0 1.<" 
Salt pound 
Haliver Oil 100.0 157.4 Yeast Tablets 100.0 143.8 
(with viosterol) 




















Arithmetic mean of averages—193.8 
Median (omitting extreme top item)—178.8 





* Average of only three institutions. 


greatly as between institutions as well 
as between items, one can conclude that 
on the average the price-fixed items are 
almost twice the price of the non-price- 
fixed items. To express it another way, 
the average saving possible in the pur- 
chase of the non-nationally-advertised 
rather than the nationally-advertised 
items in the foregoing list is almost 
s0%. Assuming representativeness of 
the sample and tenability of the stand- 
ard established, nationally-advertised 
items are seen to be grossly overpriced. 
On many items the informed consumer- 
buyer (if, indeed, he purchases the com- 
modity at all!) has a chance of making 
huge percentage savings. 

Though not revealed in the total 
stores average figures presented above, 
a very interesting contrast appears in 


the list averages for the several institu- 
tions. When one compares the several 
institutions’ figures (and assumes the 
figures as typical) one concludes that in 
seeking the /owest priced substitutes for 
nationally-advertised contract items the 
chain institution is not the best place to 
go. In the present instance, at least, the 
cut-rate independent has a marked ad- 
vantage. Chains do offer material dif- 
ferentials, however, and one assumes in 
general from these figures that cut-rate 
establishments—both chain and _ inde- 
pendent—continue to offer inducements 
in the form of price concessions, despite 
an adherence to the maintained prices of 
contract items. 

One might conclude from the fore- 
going figures that some of the volume 
merchandising institutions have an un- 
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usual promotional opportunity which if 
taken advantage of would prove bene- 
ficial to themselves and consumers alike. 
That is to say, since nationally adver- 
tised contract items are overpriced as 
compared with their non-nationally- 
advertised counterparts, merchandising 
drug institutions, theoretically at least, 
should be able to publicize the fact, 
thereby increase their custom and at the 
same time give consumers information 
which would make possible material 
savings. 

That this policy has been followed to 
some extent cannot be denied. For ex- 
ample, Macy’s (New York City) has 
advertised nationally-advertised items 
and Macy’s Own brand (in juxtaposi- 
tion) in order to facilitate direct price 
comparison.’ One of the leading mail- 
order houses in its 1937 Fall Catalogue 
went further; indicated clearly “‘price- 
fixed” and “‘price-free”’ products. Unfor- 
tunately from the consumers’ point of 
view this company seems to have about- 
faced as the 1938 Fall Catalogue con- 
tains no warnings; lays out offerings in a 
manner which makes it very difficult to 
make comparisons. Indeed, in many 
instances, the  nationally-advertised 
product descriptions contained in the 
catalogue are as lacking in objectivity 
as the representations made by the 
manufacturers themselves.® 

One might assume that chain stores 
would take the lead in publicizing their 
own merchandise since legalized price 
maintenance has reduced greatly their 
opportunity to appeal to consumers on 

7 An excellent case in point is the advertisement ap- 
pearing in the New York Fournal, April 26, 1938, com- 
paring over 100 items including medicines, mouth 
preparations, first-aid products, shaving preparations, 
creams and lotions, etc. 

8 For example, the following description of the mail- 
order house of an intensively advertised price-fixed 
purgative: ‘““The famous chocolate laxative scientifically 


improved! Tastes better, acts better, more gentle than 
ever.” 


the basis of lower priced nationally-ad- 
vertised merchandise. A study of ad- 
vertising policy of two chain establish- 
ments has been made for the purpose of 
discovering to what extent (if at all) 
this tendency seems to exist. For this 
purpose advertisements of two chain 
firms were analyzed for 1933 (before 
effective price maintenance) and 1937 
(after) to discover the percentage of 
space devoted to “fair trade,” non-fair 
trade, non-nationally-advertised and 
own line products. The results follow:* 






































Chain “A Chain “‘B” 
Type of Merchandise I 
1933 | 1937 | 1933 | 1937 
Nationally-advertised 7.9 | 12.9 | 11.4 £8 
“fair trade” items 
Nationally-advertised | 25.3 | 33.0] 21.5 | 25.7 
non-fair trade items 
Non-Nationally-adver- | 28.1 | 21.2 | 50.5 | 30.8 
tised items 
Own Line 2.9 4.8 1.3 | 3.6 
Misc. (including among | 36.0 | 28.1 | 15.3 | 34.6 
others liquor, tobacco 
and electric devices) 
Tora. 100.0 |100.0 |100.0 |100.0 











According to the evidence offered by 
the foregoing figures each chain estab- 
lishment has increased the proportion 
of its advertising space devoted to in- 
forming people about its “own line” of 
products. Although the percentage in- 
crease from 1933 to 1937 was sub- 
stantial, the actual percentage utilized 
in this way in the latter years still was 
rather small. Moreover Chain “‘A’— 
contrary to what would seem to be 
reasonable procedure—increased the per- 
centage of space allotted to publicizing 
“fair trade” items by 50%. On the other 


* Adapted from a study made by Professor E. T. 
Grether of the University of California at Berkeley. 
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hand—as normal procedure would seem 
to dictate—Chain “B” decreased the 
proportion allocated to “fair trade” 
items. 

This seems to indicate a striking dif- 
ference between chain institutions. From 
general knowledge and observation one 
can supply some of the missing elements. 
For one thing, Chain “A”’ has not been 
an aggressive price-cutter; it is, indeed, 
somewhat in sympathy with the resale 
price maintenance program. Moreover, 
Chain “‘A”’ has several private brands of 
merchandise, one of the best known of 
which is actually higher priced (for 
many items) than the competing na- 
tionally-advertised contract lines. And, 
finally, Chain “B” (unlike Chain “A,” 
whose own institutional goodwill is very 
powerful) devotes much of its space to 
items on which price can be dramatically 
featured. For some time it has utilized 
much of its advertising space in pub- 
licizing the offerings of its restaurant 
department. Though one cannot de- 
termine the facts it is even within the 
realm of possibility that this department 
is run on a loss leader basis. 

The essential point of the figures indi- 
cating promotional policy, however, is 


that the chains do not devote a very 
large proportion of their space to in- 
forming customers of relatively low- 
priced “own line” merchandise. It is 
quite possible that a policy of so doing 
would be ineffective, hence, costly. In 
other words, since, at every turn—in 
newspapers, magazines, on the radio— 
one “learns” that Bayers, Alka-Seltzer, 
Sal Hepatica, Ex-Lax, etc., are superior, 
any effort put forth by any one institu- 
tion to inform the public otherwise 
might be more expensive than it is 
worth. 

Perhaps the job will have to be done— 
if done at all—by the educative efforts 
of unbiased agencies. That such a pro- 
gram would improve the quality of com- 
petition there is little doubt. That, if 
done effectively, prices of “‘institution- 
ally monopolized” items would drop 
considerably is equally certain. In the 
meantime, the consumer can begin im- 
mediately to save money by more in- 
telligent market investigation since, in 
many instances there are actually in 
existence substitutes for the higher- 
priced nationally-advertised contract 
items. 





A METHOD OF DELINEATING RETAIL 
TRADE ZONES 


AUSTIN S. BRATCHER 


School of Business and Public Administration 
University of Arizona 


Eprror’s Nore: Practical methods of measuring markets 
and of handling data are of interest to all market analysts. 
This article by Professor Bratcher and the following one 
by Miss Phelps describe techniques that will be useful to 
many. 


T IS increasingly important that quan- 
l titative and qualitative data of the 
factors affecting retailing be made avail- 
able. In order that much of the scattered 
data may be integrated into a usable 
form it is necessary that the geographic 
extent of the retail trade zone be known, 
particularly, since a great part of the 
census materials are given in county 
and city units. It is for this reason that 
the problem of methods of delineating 
retail trade zones will continue to receive 
attention. 


Some Metuops Now 1n GENERAL USE 


Several methods of determining ex- 
tent of retail trade zones are now in cur- 
rent use, one of which is the geographic 
distribution of department store charge 
accounts. Briefly, the method involves 
the tabulationof home addresses by coun- 
ty or town of customers who have active 
charge accounts with department stores 
in the trade center. Usually, department 
store managers willingly cooperate with 
the research worker in making this type 
of data available, but should this kind- 
ness be abused a few times, this source 
of data would be closed. The method is 
essentially one of sampling even though 
all the accounts may be considered in 
the tabulation. Not all of the stores’ 
customers have charge accounts and 
the value of the method depends, to a 
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large extent, upon the geographic repre- 
sentativeness of the charge accounts. 

A second method in general use, also 
involves sampling. Automobiles parked 
in the down town district are checked by 
county license numbers in order to de- 
termine the residence of their owners. 
This method involves a careful selection 
of checking time in order that an ab- 
normal situation may not be reflected. 
This is illustrated in the case of a student 
checking parked cars. On a particular 
day, his tabulations disagreed very ma- 
terially from the average findings ob- 
tained over a period of three months. 
This discrepancy was explained by the 
fact that a Shrine meeting was in prog- 
ress in the trade center and a large 
number of Shriners attending were from 
a city in a county that registered infre- 
quently in the other tabulations. Ob- 
servations must be made when cars are 
parked and this requires a number of 
observers if the parking area covered is 
very large. 

A third popular method is to consider 
the evening paper circulation map as in- 
dicating the extent of the influence of 
the trade center. This method involves 
the assumption that readers of the paper 
come in to trade. This may or may not 
be the case. In a recent study of the 
Salina, Kansas, Retail Trade Zone there 
was a high (.71) degree of correlation 
between evening newspaper circulation 
and out-of-town automobiles. This cor- 
relation was computed by the rank dif- 
ference method with the facts being 
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paired by counties. Although it was 
based on only a limited number of cases 
(25 counties), there appears to be high 
enough correlation to be significant. 


TABULATIONS OF CHECKS BY 
Transit NUMBERS 


The method here developed involves 
the tabulation of out-of-town checks 
from the transit sheet records of the 
cooperating banks. Listing by transit 
number of out-of-town checks to be 
cleared is a rather general practice. As 
checks are deposited by customers (the 
retailers) they are sorted three ways by 
the bank of deposit; own accounts, local 
banks, and out-of-town banks. The 
checks drawn on out-of-town banks are 
the ones used in delineating the trade 
zone. 

Two methods may be followed in 
securing these transit numbers free from 
extraneous checks, i.e., those not in- 
volving a wholesale transaction. The 
bank clerk listing the checks by transit 
number may indicate by a check mark 
those checks drawn on _ out-of-town 
banks payable to others than a retail 
store. This also may be taken from the 
transit sheet where the last indorser’s 
name is given. Thus the danger of in- 
cluding checks given in payment for 
wholesale accounts may in part be 
avoided. 

The other method involves the listing 
of the checks by transit number by the 
receiving teller or someone working in 
his window as they are deposited by 
retail merchants. For all practical pur- 
poses the first method is the most satis- 
factory since the banks have these 
transit sheets available for each day for 
the past year or so depending on the 
policy of the particular bank. What- 
ever sampling method desired may be 
used. When the pattern of the trade 
zone is established, the research worker 


will soon become aware of it. As a further 
check, two or three tabulations may be 
taken at different seasons of the year in 
order to determine the constancy of the 
pattern. In most instances, a tabulation 
of the transit sheets for one or two 
months will establish the pattern. 

The work sheet should be set up in 
advance of the beginning tabulation. A 
listing of bank transit numbers may be 
found in The Key to Numerical System 
of American Bankers Association pub- 
lished by Rand McNally. These transit 
numbers are set up in the order of magni- 
tude with the name of the county and 
the town just below the bank’s numbers. 
This will help immeasureably both in 
tallying and in summarizing the results. 
The bank transit numbers should’ be 
written on the left side of the tally sheet 
with space toward the right ruled for 
the tally. If the territory is rather small, 
many transit numbers will show no 
checks tabulated against them. When 
the sample is deemed adequate, the next 
step is to summarize the tabulations by 
county. 

The tallies for each transit number are 
totaled and placed beneath the name of 
the county on the tally sheet. Then the 
data for each county is assembled county 
by county. It may be preferable, in some 
instances, to list the transit number of 
banks in each particular town by num- 
ber and summarize the tally. In this way 
the number of tallies are available by 
bank, town, and by county. This latter 
method may be of considerable value if 
it is desired to develop an index of trade 
intensity as will be considered later. All 
counties showing a tabulation make up 
the geographic extent of the retail trade 
zone. This is particularly useful since 
much of the census data is given with 
the county as the unit. The question of 
how far the retail trade zone extends 
may be judged by a comparison of the 
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ratio of population to checks of towns of 
different distances from the trade center. 

A retail trade contour map may be 
developed by connecting points of equal 
intensity. These points are found by di- 
viding the number of checks drawn on 
banks at that point by the population 
figure. As an illustration, the index thus 
developed is useful in studying the effect 
of good roads on the development of a 
trade center. 


LIMITATIONS AND ADVANTAGES 


This method, as is true with other 
methods of delineating retail trade 
zones, has limitations and defects. Bas- 
ically, it has all the potential defects of 
sampling. The voluminous tabulation 
necessary is off-set, in part, by the ac- 
cessibility of the data. Also, in most 
instances, it would be impracticable, 
though not impossible, to show the 


dollar value of the transactions. The 
dollar value would not give any addi- 
tional useful information that the num- 
ber of checks does not supply. The very 
serious limitation is that is does not indi- 
cate the currency transactions of out-of- 
town customers. 

However, the out-of-town check tabu- 
lation method has a number of advan- 
tages. First, the data are available for a 
considerable period of time in the past, 
and are in such a form that a number of 
tabulators may work with them. Second, 
the geographic extent of the retail trade 
area may be located with reasonable 
accuracy. Third, the method is simple 
and requires no elaborate or long period 
of training. Fourth, as long as checks 
given in payment for retail purchases 
only, are tabulated, the size of the trade 
center will not cause an undue distor- 
tion. 














A FLEXIBLE METHOD OF HAND 
TABULATION 


KATHERINE PHELPS 


Division of Commercial Research 
The Curtis Publishing Company 


N A COMMERCIAL research organiza- 
l tion it is a primary requirement that 
questionnaire returns be handled with 
dispatch. When the point is reached that 
a survey is authorized, the lack of the 
desired information has already occa- 
sioned some annoyance. It is difficult to 
wait with good grace for the usual 
processes of field investigation and tabu- 
lation to grind out the answers. 

The second major requirement in 
market research is sufficient flexibility in 
tabulating methods to permit the results 
to be considered from every promising 
angle of cross-classification. Flexibility 
is particularly important in studies in- 
volving psychological reactions or other 
intangible factors, and which necessarily 
partake more of the nature of an explora- 
tion than of a census. 

The problem of combining speed of 
tabulation and flexibility has been 
worked out very satisfactorily for certain 
types of jobs by means of machine tabu- 
lation. Once the data are placed on 
tabulating cards basic tabulations can 
be run off rapidly, and almost any con- 
ceivable cross tabulation can be effected 
in addition. 

For surveys which produce only a 
moderate number of schedules, it is cus- 
tomary to use hand tabulating methods. 
The problem of combining speed and 
flexibility in hand tabulating is solved 
partially by what we may call the 
“‘answer card” method. For the explora- 
tory type of market survey, the answer 
card method is more successful than any 
plan of machine tabulation we have been 


able to devise in retaining the high 
degree of flexibility required. The pur- 
pose of this article is to describe the 
answer card and tell how it operates. 

To begin with, it may be well to indi- 
cate more definitely what we mean to 
suggest by the contrast between a census 
and an exploration in market research. 
In either case the immediate objective, 
whether the investigation is conducted 
by means of personal interviews ‘or 
mailed questionnaires, is to get a repre- 
sentative group of people to answer a set 
schedule of questions. The principal dif- 
ference in the two types of studies lies 
in the assumption made in the census 
type that the kinds of answers which will 
be given can be anticipated. 

If returns are to be tabulated by 
machine, only those answers can be con- 
sidered which can be coded and trans- 
ferred to punch cards. Dollar values and 
other quantitative answers can be trans- 
ferred directly. Answers of “Yes” or 
“No,” “I like the flavor,” “I trade with 
Jones because of superior service,” or 
any answer involving qualitative factors 
must be given a numerical code symbol 
for punch card purposes. The need for 
code symbols must be foreseen com- 
pletely for machine tabulation. Answers 
which do not fit the prearranged pattern 
must be ignored or lose identity in a 
miscellaneous grouping. The scope and 
character of the questions asked is 
deeply affected by the problems which 
are foreseen in handling the responses. 

An exploratory research might be de- 
fined as one in which the researcher is 
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unable to anticipate the kinds of answers 
which his questions will provoke or 
wishes to take particular account of the 
variations from the more usual type of 
answers. Fortunately he does usually 
have some foreknowledge of the com- 
position of the consumer group he wishes 
to study. In addition to such basic sub- 
divisions as income, sex, and age, he may 
wish to classify possible purchasers as 
readers or non-readers of a given maga- 
zine or users or non-users of a particular 
product. The researcher is able to de- 
termine from the nature of the problem 
which of these methods of classification 
are of greatest interest. His goal may 
then be stated as that of examining in 
detail the range of variation in the 
answers received as among a set list of 
consumer classes. 

The answer card is a form prepared in 
advance which has a space or cell for 
each of the sub-groups of the consumer 
classes which are of major interest. The 
form shown below was used in a case 
where the classifications of greatest in- 
terest were the sex, age, and city of resi- 
dence of the consumers interviewed. 
There are cells on the card for each of the 
subdivisions which arise from this three- 
way classification. There are also spaces 
provided on the card for the various 
class totals. 

In this case, the answer card provides 
for forty sub-groups. It is possible to 
work with a hundred or more cells on a 
card. The answer card used is generally 
5X8 inches, so that two of them can 
be made to fit on an ordinary stencil 
which cuts the cost of mimeographing 
in half. 

At the top of the card are blank spaces 
for designating the question on the 
schedule and for writing in a given 
answer received. One answer card is 
used for each answer received. Each job 
requires dozens or even hundreds of 


cards. A questionnaire might include 
twenty questions with an average of ten 
different answers to each question. Two 
hundred answer cards especially suited 
to that job would have to be provided. 
Each card, when filled in, provides a 
cross-classification according to the pre- 
arranged pattern of all persons who gave 
a particular answer to one of the ques- 
tions. 

The code numbers appearing in the 
cells in this case represent the code desig- 
nation of that sub-group. The first one 
in the upper left-hand corner represents 
men of the first age living in Atlanta. 
Each page of each questionnaire is 
marked with a cell code number for that 
questionnaire as shown on the answer 
card. The cell code makes it possible to 
classify any set of pages rapidly, sorting 
by the cell code numbers instead of going 
back to the original classifying informa- 
tion which is likely to appear only on the 
first page. 

The tabulating procedure may be de- 
scribed somewhat briefly as follows: all 
of the completed interviews are first di- 
vided into subgroupings indicated on the 
answer card, and coded, making in this 
case forty piles of interviews. This al- 
lows a number of tabulators to work on 
the interviews at the same time, passing 
the groups around from one to the other 
after the manner of the Ford System. 
As a simple example we will say that the 
first question has as possible answers 
“Yes,” “No,” and “Indefinite.” The 
clerk who tabulates this question will 
make out three answer cards, one for 
each of the possible answers. She will 
then start with her first group which is 
men of the first age in Atlanta; sort 
that group into the three piles according 
to the answers to that particular ques- 
tion; count the number in each pile and 
record in the proper cell on each of the 
three pages the number of replies, check- 
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ing the total of her three figures with the 
total number in that sub-group. She will 
then take another group and repeat the 
operation. 

Obviously, a tabulating method which 
reduces the work to sorting and count- 
ing is a far cry from what is commonly 
understood by the term “hand tabula- 
tion” involving laborious copying of 
data from the schedules. Where quanti- 
tative answers are given, the process is 
the same except that the totals are run 
off on an adding machine from the suc- 
cessive sheets pertaining to a single cell. 

If it is necessary in the interest of 
speed to put even more people to work 
on the tabulating, it is possible, having 
the sub-group code at the top of each 
page, to tear the pages of the interview 
apart. This will require also that another 


identification code be put on each page 
so that the pages of each interview may 
be brought back together again at the 
end. 

In our own practice we have usually 
found it advisable to keep the pages of 
a questionnaire together so that a clerk 
working on a given page can refer im- 
mediately to other pages for further 
editing which may be required as the 
work proceeds. In either case, the clerk 
who first receives a given set of ques- 
tionnaires or pages takes care of any 
necessary editing under supervision. 

It might be objected that some studies 
would require a great many answer 
cards because of the variety of answers 
given. It is quite possible, of course, to 
group answers that are essentially iden- 
tical although differing slightly in word- 
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ing. Sorting the schedule pages by 
answers is a logical first step in advance 
of such grouping. Where there is any 
doubt, the answers should be kept sep- 
arate since the extra cards represent lit- 
tle extra cost. It is better to have a few 
more cards rather than risk burying 
some significant variation in the replies. 

When the answer cards are com- 
pleted, they can be handled in much the 
same way as the summary cards in a 
machine tabulation. Final summary 
tables of many types can be drawn off 
directly. Classification of answers can 
be carried out more intelligently by 
studying the distribution pattern of the 
type of persons making each answer. A 
part of the questionnaires can be selected 
and reassembled for further cross-an- 
alysis where the answer cards indicate 
that they will repay further study. 

Some of the further advantages of this 
method may be summarized as follows: 

1. The tabulation of some questions 
can be completed while the editing and 
coding of others is still in process. This 
gives a double advantage. It allows a 
more leisurely study of the completed 
reports. And the whole survey does not 
have to be predigested, edited and coded 
against a very rigid time limit when cards 
must be punched and put in the machine. 

2. It allows for an unlimited number 
of different answers to the same question 
to be recorded painlessly since there is 
no need to conserve “columns” or 
“punches.” 

3. The sheets may be filed effortlessly 
in alphabetical or any numerical order 
without the process of recopying. 

4. The cost and time of the whole 
operation compares favorably with that 
of having the work done by machine out- 
side of your own company. This is true 
even when two different forms are used 
on all questions in the questionnaire, and 
includes verifying. 


In conclusion, some further discussion 
of the types of questions which have 
been handled by this method may be 
helpful. We have also appended a brief 
list of some actual examples. Other 
market analysts may find in them a close 
parallel to some of the intangible factors 
of demand which they have attempted 
to assay in exploratory researches. 

Brand questions concerning past, pres- 
ent, or future use of the product appear, 
of course, in most surveys. In these, as 
well as in the more analytic type of 
question, the very purpose of the survey 
demands that the list of answers be 
carried out in full rather than supplying 
a heavy “other miscellaneous” at the 
end. Allowance must be made for those 
who give two or three brands in answer 
to one question. And often, as the tabu- 
lating progresses, it is found that an 
additional point of interest will be made 
if, for instance, the Never-never Squeak 
Bedsprings are maintained as a separate 
listing from the Smith Company product 
with which Never-never Squeak (an ad- 
vertised trade-name) is identical. 

The “Why?” questions are also in- 
evitable, and the same requirements for 
complete listing and allowance for multi- 
ple answers is necessary—in addition to 
the requirement of thoughtful inter- 
pretation and classification. 

Some of the other general questions 
are typified by the following examples: 

“What is the principal point about 
this advertising that appealed to you?” 

“With what products do you associate 
the following names?” (Company names 
or trade names.) 

“What means of persuasion or disci- 
pline have you found most effective in 
getting children to brush their teeth?” 

“How do the children happen to be 
using a different brand from the one 
their parents use?” 
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MERCHANDISING TRENDS 
IN THE FOOD TRADE 
With Special Reference to Super-Markets” 


CARL W. DIPMAN 
Editor The Progressive Grocer, New York 


HIS BRIEF discussion is largely con- 

fined to the food trade, and, in fact, 
to the distributive side of the trade. For 
the purpose of the discussion, I have 
picked out some of the subjects about 
which many people are writing us for 
information. 

First, as to 1937: Retail food sales 
were about 4% higher last year than in 
1936; the retail price index was 3.6% 
higher, so there was a slight trading up. 
But that increase in volume was not 
evenly distributed among all types of 
distributors. It may interest you to know 
that chain stores in the aggregate in- 
creased their business 2%, while inde- 
pendent stores increased their business 
5%. In dollars, it means that the chains 
increased their business about $60,000,- 
000 last year compared with 1936, and 
the independents about $270,000,000. 
Chains at present in the broad grocery 
and combination store classifications do 
about 33% of the business against 36% 
in 1933. There are more independent 
grocery stores today than ever before. 
There are 20,000 more than in 1929 
and about 45,000 more than in 1933. So 
this small independent, that so many of 
us a few years ago feared was going out 
of business, has staged a pretty healthy 
comeback. 

Now, what is the effect of our present 
recession on the food trade? The present 
dollar volume is down about 7% or 8% 
due largely to the fact that prices are 7% 


* An address before the American Marketing Asso- 
ciation, Washington, D.C., May 1938. 


or 8% lower than a year ago. One of the 
characteristics of the food trade is 
that tonnage remains almost constant 
whether times are good or whether they 
are bad. Variation in the dollar volume 
is normally due almost entirely to 
changes in prices. All through the de- 
pression and now again through the 
present recession we have not been able 
to trace a variation of over 2% between 
dollar volume and price changes. In a 
period of recession there is some trading 
down. Many people, especially those 
with shrunken incomes buy cheaper 
commodities, more bulk for their money. 
This tendency has somewhat of an effect 
on retail stores, too. Price stores, cut- 
rate stores, stores that make price ap- 
peal primary have a slight advantage 
during a period of recession. The reverse 
is that service stores, high-grade stores, 
de luxe stores lose out slightly to price 
stores in a period of recession. We are 
going through that cycle right now. Ina 
period of rising prosperity the exact 
opposite prevails. 

In a period of recession competition is 
always severe. Merchants not only have 
a declining dollar volume, but their over- 
head remains fairly fixed. So there is an 
accelerated struggle for volume to help 
the overhead. Pressure selling develops 
by both the distributing trades and 
manufacturers. That’s why we are seeing 
such strange things in distribution to- 
day. Manufacturers are naturally re- 
sorting to all kinds of pressure selling, 
premiums and what not, and retailers 
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are doing the same. The result is severe 
competition, price cutting, and use of 
every trick in the bag. 

In talking about premiums, let me 
digress for a moment. This year the use 
of premiums has increased materially. 
But with the coming of self-service 
stores, many of the old type premiums 
no longer fit the mechanics of the food 
trade. To any of you interested let me 
suggest that the type of premium affixed 
to the package, or one that requires 
very simple transaction in a store, is the 
type that receives greatest favor. The 
clumsy, the breakable, the glass, the 
foreign-to-food type of premium is 
frowned upon, and merchants frequently 
refuse to handle it. In fact, some stores 
have a racket goods table upon which 
they place these clumsy premiums and 
sell them for 5, 10, 15, or 20 cents, en- 
tirely disconnected from the products 
they are intended to promote. 

In addition to the recession influence 
and its effect on merchandising, the pic- 
ture at the present time is even more 
confused by some more or less funda- 
mental trends that have been long in 
the making and are now working them- 
selves out regardless of the recession. A 
decline in volume naturally accentuates 
those trends, and I am going to com- 
ment on a few as they are working them- 
selves out at present. 

Perhaps the most interesting subject, 
the one about which we get the most 
inquiries, is the super-market. First of 
all, let me say there is a great deal of 
misinformation, ballyhoo, and wishful 
thinking connected with super-market 
discussions everywhere. The difficulty 
arises from the fact that we have no pre- 
cise definition of what a super-market is. 
Therefore, statistics that we or anyone 
else might compile on super-markets at 
present amount to little. 

First, the matter of definition of a 


super-market: If I were to ask each of 
you in this room for a definition, the 
chances are everyone of you would have 
a different one. Is it a self-service store? 
If so, we have 40,000 of them, small and 
large. Is it a new store? If so, we have 
20,000 new stores built within the past 
four or five years. Is it a large store? We 
have always had large stores. New 
England has had large cash markets for 
thirty or forty years, and they prevailed 
to a lesser extent throughout the coun- 
try. Now we are prone to call these large 
stores super-markets. Does that mean 
that all of these large stores, some of 
them thirty years old, some giving serv- 
ice, are suddenly to be placed in a new 
category—super-market? 

In some circles a super-market is de- 
fined as a store doing at least $250,000 
volume or more annually, including all 
food departments, with a self-service, 
cash-carry grocery department. In that 
sense there are less than one thousand in 
this country. In 1935 according to the 
Census of Business there were only 328 
food stores of all descriptions with an 
annual volume of $300,000 or more. 
Since 1935, however, the number of 
large stores has increased, but there are 
probably not more than a thousand now. 
If you wish to drop the definition down 
to include all stores of $100,000 volume 
or more, then there are probably ten 
thousand, some old, some new. So you 
see the difficulty we get into when we 
try to discuss super-markets statis- 
tically. If I were giving advice to you 
folks who are doing research, I would 
suggest that you refrain from a statis- 
tical discussion of super-markets unless 
you are willing to write a somewhat 
amusing yarn that will bring a smile to 
those who really are familiar with the 
details. 

But on the other hand the trend to- 
ward large stores is pronounced and 
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fundamental. This trend has been on the 
way since the early twenties. We noticed 
as early as 1922 that the food business 
was tending toward larger stores. For 
example, in the Census classification of 
combination stores alone (stores that in 
addition to groceries, handle meats) the 
number increased from 115,000 in 1929 
to 165,000 in 1935. This means there 
were 50,000 more full-line or market 
stores in 1935 than in 1929, many of 
them small stores, many of them large, 
but on the whole relatively large ones. 
There are definite reasons for the trend 
toward large stores. I cannot attempt 
to enumerate all of the reasons, but let 
me mention perhaps the greatest one: 
the perishable goods business. The vari- 
ety of perishable goods, including fruits 
and vegetables, dairy products, delica- 
tessen, and meats has increased materi- 
ally in recent years. A large proportion 
of the housewife’s money is spent for 
these perishable goods. Unless a store 
has ample variety, freshness, and rapid- 
ity of turnover, the discriminating house- 
wife will not be satisfied. Only com- 
paratively large stores can fulfill this re- 
quirement, hence large stores have made 
a greater appeal to consumers. 

In the evaluation of super-markets as 
a factor in food selling, we do now and 
then check certain communities where 
the movement has been pronounced. 
We recently made a study of Essex 
County, New Jersey, to learn how much 
of a factor the super-market is and what 
its effect is on other retailers. Essex 
County had a population of 833,000 in 
the last Census. It is a mixed industrial 
and residential population. In the county 
are located such cities as Newark, the 
Oranges, Montclair, Bloomfield, Belle- 
ville, Caldwell, and several other towns. 
In this study we included all self-service 
stores with ten or more employees which 
for the present, we shall call super- 


markets. That means we included sev- 
eral stores with an annual volume as 
small as $150,000. We found that in 
Essex County, as of April 15, 1938, there 
were twenty-two super-markets. Of that 
number twelve enjoyed sales of $250,000 
or more. The food volume in the county 
last year was about $102,000,000. The 
twenty-two super-markets were doing, 
as of April 15, 8.75% of the total food 
and grocery business through all kinds 
of food stores. I might add that Essex 
County is frequently pointed to as a hot- 
bed of super-market development. 

An interesting revelation was the fact 
that in recent years, while super-markets 
were developing in Essex County, there 
was an actual increase in the number and 
volume of independent stores with from 
three to ten employees. This count re- 
vealed that in 1935 there were 309 inde- 
pendent stores with from three to nine 
employees, but by the end of 1937 there 
were 348. 

In the early stages of the development, 
many of the super-markets were very 
strange stores indeed, and we frequently 
referred to them as monstrosities. They 
were markets built in old abandoned 
factory buildings or warehouses or 
garages. That phase of the develop- 
ment is changing rapidiy. We are build- 
ing much better, more attractive, better- 
located super-markets, and the old mon- 
strosities are losing their appeal. The 
mortality among the monstrosities is 
fairly high. I have in mind one on the 
south side of Chicago in which sales 
have declined from 50% to 60% in the 
past year or two. 

The question naturally arises, ““What 
is the effect of these new super-markets 
on established retailers?”” Many people 
ask us how super-markets affect the 
chain store and how they affect the in- 
dependent store. This question cannot 
be answered because super-markets, 
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themselves are either independent stores 
or chain stores depending on how the 
operating company is organized. If the 
super-market operator has one store or 
two stores or three stores, he is, accord- 
ing to the Census classification, an in- 
dependent operator. If he has four or 
more stores, he operates a chain. Many 
of the large corporate chains also oper- 
ate super-markets. So we cannot make a 
division of super-market business as dis- 
tinguished from chains or independent 
business. It so happens that many of 
the early super-markets were independ- 
ents, but now the corporate chains are 
opening them as well. 

But we can discuss the effect of super- 
markets on particular kinds of stores, 
be they chains or independents. Good 
service stores, whether chains or inde- 
pendents, are not affected by super- 
markets to any great extent. It so hap- 
pens that most of these service stores are 
independents, and they are least af- 
fected. Small cash stores lose most to the 
new large super-markets. It so happens 
that most of the small cash stores are 
operated by corporate chains, so they 
are most affected by super-markets. It 
can be said that small chain store units 
of the red and the green front variety are 
quite severely affected when super- 
markets enter a neighborhood or com- 
munity. 

Now, what about the probable trend 
in the immediate future? First, we are 
going to have many more large stores. 
But we must remember that “‘large”’ is 
a relative term. In a country town a rela- 
tively large store may be one that does 
only $50,000 volume. In a big city or 
industrial community a large store may 
be one that does $500,000 or more. So 
with those limitations we can say with 
reasonable certainty that we shall see 
many more large stores, some of which 
may qualify as super-markets, depend- 


ing on whatever definition you elect. 

There doesn’t appear to be much of a 
future for the large rambling super- 
market with non-food concessions, as 
auto accessories, hardware, dry goods, 
house furnishings, notions, etc., and in 
the long run we shall probably not have 
a great number of that type. There are 
some sorry spectacles of that variety 
right now that are not doing any too 
well. There may be room for one or two 
such super-markets in our large indus- 
trial centers, but that does not seem to 
be the direction from present indications 
in which the large store movement is 
goind to work itself out. 

We shall probably not see a large num- 
ber of very big super-markets, say the 
stores that do a million dollars, or more 
that we hear so much about. It takes a 
population of from 75,000 to 100,000 to 
sustain a million dollar market. So you 
can see how quickly the saturation point 
is reached. But we do believe we shall 
see a rapid increase in the comparatively 
large food market with a front of from 
twenty-five to forty feet, with sales of 
from $100,000 to $250,000 a year. From 
all indications this type of market has a 
splendid future. Recently corporate 
chains have joined the procession in 
opening more stores of the latter type. 
If you wish to call these self-service 
stores with from $100,000 to $250,000 
volume super-markets, then you may 
safely say we shall have many more 
super-markets. 

Now, what is the effect of this super- 
market trend on the orthodox corporate 
chain? Well, there is a regular merry-go- 
round in the situation. Most of the early 
super-markets were independents. They 
cut into the chain store volume. As a 
result some of the chain units in the 
trading area were thrown into the red. 
Chains naturally closed down some of 
those unprofitable units, and chain taxes 
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may have been a factor in accelerating 
the rate. 

As these neighborhood chains fold up, 
the remaining services stores, most of 
which are independent, acquire more of 
the convenience business. Then perhaps 
the chain also opens a super-market in 
a secondary shopping center and takes 
still more business from its own outlying 
stores. Then more chain units are thrown 
into the red and fold up. Sometimes 
they are replaced by independents, fre- 
quently former chain store managers. So 
the result has been that every time a 
large chain opens a super-market, it is 
done at the expense of closing from three 
to eight small stores. The service inde- 
pendent who has withstood the on- 
slaught of chains through the years fre- 
quently acquires more neighborhood 
business. So this independent is not 
being eliminated by super-markets as 
rapidly as outlying chain units. 

While speaking about independents, 
let me call your attention to the very 
small or hole-in-the-wall store. Unfor- 
tunately there are 200,000 of them. They 
clutter up the landscape everywhere. It 
is well always to remember that these 
small stores make up 55% of the total 
number of independent stores, yet they 
do less than $10,000 a year and control 
only 11% of the retail food business. 
We might assume that some of these 
small hole-in-the-wall stores would be 
eliminated by these trends, particularly 
by the super-market. But they are not. 
Their number is actually increasing. 
Whether we like it or not they are just 
about as secure today as ever, and ap- 
parently they will always be with us. 

Next, let us discuss super-market op- 
erating expenses as the number of super- 
markets increase in a community. The 
first super-market in a community can 
generally operate at a very low expense 








so long as the market is operating to full 
capacity. The grocery department can 
sometimes be operated at 8% of sales. 
If this operator is successful, soon an- 
other locates in the community, and the 
first market loses considerable of its vol- 
ume. But its expenses remain fairly fixed. 
So the first market’s operating expense, 
even in the self-service grocery depart- 
ment, may rise to 10% or 12% of sales. 
When super-markets tls quite com- 
mon, as for example in southern Califor- 
nia, their operating expenses rise to 
fairly high levels, possibly 13% in the 
grocery department, 26% in the fruit 
and vegetable department, and 28% in 
the meat department. So the advantage 
that the first super-market operator had 
disappears because he is not running up 
to his capacity load. So all along the line 
we find operating expenses increasing as 
super-markets become more numerous, 
again working to the benefit of the out- 
lying convenience store. 

When we glibly project super-market 
figures to national proportions, let us not 
overlook small towns and rural sections 
where there is but a very limited field for 
super-market operation. Very large stores 
have but a limited place in country dis- 
tricts and we must remember that 50% 
of our population still lives and buys its 
food in towns of under 10,000. From all 
indications the super-market will never 
be much of a factor there. 

Summarizing, then, we can safely say 
we are going to have many more large 
stores of all kinds and varieties. We are 
going to have better stores, more attrac- 
tive stores, better-located stores. We are 
going to have more self-service stores. 
These large stores will carry more ade- 
quate varieties of merchandise, better 
stocks, better lines of perishable goods. 
In the end the consumer will be better 
served, more economically served. 
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Eprror’s Note: The availability of the studies referred 
to in these columns is indicated wherever possible. If any 
member is unable to obtain a particular report in which 


he is interested, the editor will endeavor to procure a copy 
for him. 


A. RESEARCH IN UNIVERSITIES 


By Malcolm D. Taylor, University 
of North Carolina 


University of Akron 


An article covering one phase of Professor 
Warren W. Leigh’s study of the tire industry 
appeared in the June, 1938, issue of Tire Re- 
view under the title “‘30,000,000 Auto Tires 
Go to Market.” Data were secured in per- 
sonal interviews and from replies to twelve 
mailed questionnaires. The author points out 
that changes in distribution methods have 
been less extensive during the past year than 
in prior years. Oil companies, however, are 
assuming more importance as distributors. 
Changes in distribution methods in the fu- 
ture probably will result from an effort to im- 
prove marketing techniques and bring about 
greater efficiency in the methods used rather 
than by being initiated as a result of shifts 
in basic economic conditions. Copies of the 
article may be obtained by writing Tire Re- 
view, 31 North Summit Street, Akron, Ohio. 


Boston University 


The Bureau of Business Research recently 
completed a comprehensive study of selling 
methods and sales training procedures in use 
by member companies of the New England 
Gas Association. Data were secured prima- 
rily through personal interviews, supple- 
mented later by mail correspondence and 
questionnaires relating to specific points. 
Several months were required for the collec- 
tion of the necessary information, as from 
two to three hours were spent on each indi- 
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vidual interview. Stenographic notes were 
taken on the more important points devel- 
oped during each interview. The persons 
interviewed included gas company officials, 
sales executives, sales supervisors, and sales- 
men. Considerable data regarding selling 
methods also were secured from local repre- 
sentatives of gas appliance manufacturers. 

The resulting information was compiled in 
textbook form in order that it might serve as 
a text for sales training courses. As a supple- 
ment to the report, an Instructor’s Guide 
was also prepared to be used by gas company 
executives in conducting the courses. This 
Guide included suggestions regarding teach- 
ing methods and recommended the use of the 
discussion or conference method in prefer- 
ence to the lecture system. The Bureau also 
made a survey of sales management practices 
and used the material collected as a basis for 
developing a three-day Seminar for gas com- 
pany sales managers. 

An extensive market survey was com- 
pleted last summer by the Bureau for a na- 
tional trade association for the purpose of 
discovering trends in the type and character 
of heels on women’s shoes. Data were col- 
lected by means of personal interviews with 
shoe manufacturers, shoe buyers, retail store 
clerks, stylists, and consumers in New Eng- 
land, New York, and the mid-western shoe 
centers. The survey covered questions of style, 
manufacturing costs, and consumer prefer- 
ences, as well as the production and mer- 
chandising problems encountered. Results of 
the survey were mimeographed and made 
available confidentially to the association. 

Due to the wide interest in the Bureau’s 
recent publication, ““New England Com- 
munity Statistical Abstract,” which pre- 
sented in compact form detailed marketing 
and industrial data for each of 110 New Eng- 
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land cities and towns, work is now under 
way on a greatly expanded edition of these 
abstracts, which is scheduled for spring pub- 
lication. The number of cities covered will 
be increased to 165, and considerable addi- 
tional marketing and industrial data will be 
added to the abstract of each town, necessi- 
tating the use of two pages for each town in- 
stead of one. 

- A study of “Consumer Reaction to Visual 
and Auditory Advertising” was completed 
for the Columbia Broadcasting Company 
during the early summer of 1938. Data for 
this study were obtained through the co- 
operation of various women’s organizations 
in Greater Boston. The technique employed 
was to have one-half of a group read written 
statements in printed form, and the other 
half listen to the same statements on radio 
transcriptions. The two groups were then 
tested and the relative effectiveness of the 
visual and auditory forms determined. This 
study was made by Professors William G. 
Sutcliffe and Richard P. Doherty, who made 
the study published by the Columbia Broad- 
casting System last year under the title, 
“The Very Rich.” Further information con- 
cerning any of the above studies may be ob- 
tained by writing to Professor Ralph G. 
Wells, Director of the Bureau of Business 
Research. 


University of Chattanooga 


“A Community Credit Control Policy” is 
the title of the sixth study in a series which 
Professor Clyde W. Phelps is making for the 
Household Finance Corporation. In it, the 
author discusses in detail the plans followed 
in four cities which have coinmunity credit 
control. In Cincinnati, twenty-four down 
town stores have an agreement to suspend 
charge privileges upon accounts running 120 
days without payment and to report such ac- 
counts to the Cincinnati Retail Merchants’ 
Credit Bureau Company. In Detroit, the 
credit managers of the leading down town 
stores follow a policy of suspending credit 
privileges on delinquent accounts at the end 
of 60 or g0 days and of reporting such ac- 
counts to the Merchants’ Credit Bureau at 
the time that they are referred to the store’s 


collection department. In Minneapolis, the 
stores report to the Minneapolis Credit Ex- 
change, Inc., all accounts 90 days delinquent 
and usually suspend charge privileges on 
such accounts. The Bureau then sends a let- 
ter to each delinquent debtor, the purpose of 
which is to point out to him the value of a 
good credit standing and the necessity of 
prompt payment. The leading merchants of 
Dayton make a carrying charge of one-half 
of one per cent per month on all accounts 
over 60 days old and declined to increase the 
size of account with a past due balance go 
days old. 

A detailed plan for creating a community 
credit control policy is presented in this re- 
port. A copy of it may be obtained free from 
the Household Finance Corporation, 919 
North Michigan Avenue, Chicago, Illinois. 

Professor Phelps has under way a study of 
the possibilities of consumer installment debt 
control. In it, he will examine several differ- 
ent methods of control, such as: voluntary 
cooperation by installment sellers and lend- 
ers in making available installment credit 
information through a central credit bureau, 
so that members can refuse credit in cases 
where a proposed sale will overload the cus- 
tomer; compulsory clearance and reporting of 
credit information; giving the buyer, through 
legislation, a right equivalent to the seller’s 
right of repossession (that is, giving the 
buyer the right to surrender durable goods 
in cancellation of his contract where the sell- 
er refuses to repossess the merchandise); and 
legislation providing for the priority princi- 
ple among creditors, thus stimulating sellers 
to make a careful investigation before ex- 
tending credit and to cooperate in clearing 
credit information. This study will be pub- 
lished when it is completed. 

University of Chicago 

Three studies were completed recently in 
the School of Business. The frst, “An Analy- 
sis of Certain Aspects of Some of the Current 
Attempts by the States to Prohibit Sales 
Below Cost,” by Robert Tannebaum, is an 
M. B. A. thesis, with honors. In it, the 
author makes a detailed analysis of state 
laws that attempt to control sales below cost. 
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The various definitions and practices of the 
cost concept are reviewed and evaluated. 
This study should be of interest both to 
marketing specialists and to accountants. 
It will be printed in January, 1939, as a 
monograph in Studies in Business Adminis- 
tration published by the University of Chi- 
cago Press. 

The second study, “An Analysis of the 
Retail Trading Relationships of Elgin, 
Illinois—A Satellite City,” was presented by 
Eaton van Wert Read in partial fulfillment 
of the requirements for the Ph.D. degree. 
Although this study has been reported pre- 
viously in the JoURNAL it is reveated here for 
correction of title and notice of its publica- 
tion. This study is the October, 1938, mono- 
graph in Studies in Business Administration, 
published by the University of Chicago 
Press. (Copies of these monographs usually 
sell for $1.00.) 

Through the use of various statistical and 
observational, as well as survey techniques, 
an attempt was made to measure the effect 
of satellite status upon the flow of various 
types of retail trade. Elgin, Illinois, was 
selected as the shopping center because of 
its location near Chicago, which is many 
times greater in size. The investigation in- 
cludes the retail relationships of Elgin and 
its tributary area, of that tributary area and 
Chicago, and of Elgin itself and Chicago. 
Questionnaires, personal interviews, analy- 
ses of sales checks, counts of automobile 
licenses, and several other methods were used 
to obtain the data. That residents of the 
larger centers, the towns, cities, and me- 
tropolises do not content themselves with 
trading solely where they live, but move 
frequently from one urban center to another 
in their quest for merchandise and service, 
is readily observable. The details of this ob- 
servation bring new facts to bear upon the 
explanations for this shopping tendency. 

The third study, ““Food, Drug, and Cos- 
metic Legislation,” is an M. B. A. report, 
with honors, which was written by Ralph 
H. Oakes. A detailed digest of the Clayton 
Act and the amendment to the food and 
drug act, in which changes and additions to 
previous legislation are pointed out, is given 


in it. The digest is accompanied also by a 
history of the legislation, citations of all bills 
that have been introduced, and a complete 
bibliography. The bibliography is being pub- 
lished in the News Bulletin. The first part 
appeared in Vol. II, No. 10, November 4, 
1938. The second part will be published in 
the next quarterly issue of the Bu/letin. 
Copies of the News Bulletin are available 
without charge from the School of Business. 
An article based on this analysis will be pub- 
lished in the News Bulletin at some later 
date. 

“Anti-Chain Store Tax Legislation” is the 
title of a dissertation in process by Maurice 
W. Lee. It was started in 1937 and it will 
be completed before the end of the school 
year. Mr. Lee’s analysis and history of anti- 
chain store tax legislation includes an inter- 
pretation of the effects and results of recent 
and past federal tax legislation concerning 
chain stores. The breadth of interest in such 
a study is apparent. The analysis has been 
completed, and the thesis probably will be 
finished by June, 1939. Notice of its publi- 
cation will appear in a later issue of the 
JOURNAL OF MARKETING. 


Colgate University 


Professor Charles F. Phillips i is repeating 
the study which he made in 1930 and again 
in 1934, in which he compared the prices 
charged on groceries by chains, independ- 
ents, and voluntary chains in five small 
towns in central New York. Interviews were 
made in all of the grocery stores in the five 
towns during October, 1938. The results of 
the study will appear in an article to be pub- 
lished in the Yournal of Business. 


Cornell University 


Five studies in the marketing of apples 
are in progress under the direction of Pro- 
fessor F. A. Harper of the Department of 
Agricultural Economics and Farm Manage- 
ment. The first, “Sales of Apples from Ulster 
County Farms, 1937 Crop,” will be com- 
pleted in December, 1938. It was undertaken 
to answer the following questions: (1) How 
can a grower get the most money from the 
crop, using prevailing distribution methods? 
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(2) What changes in production methods or 
methods of grading and packing are desir- 
able in order to make the product more 
marketable? The study is based on personal 
interviews supplemented by records from 54 
fruit farms covering 5,400 sales observations. 
The data obtained were analyzed to deter- 
mine the causes of differences in price. 
Among the factors affecting prices are:— 
variety, grade, size, time of sale, agencies 
through which sold, and the types of pack- 
age. 

The second study, “Sales of Apples from 
Farms of Various Producing Regions of New 
York State, 1922-1937,” is similar to the 
first but broader in scope. It will be com- 
pleted during 1939 or 1940. Data were ob- 
tained in personal interviews from farmers 
and from records of sales. Among the ques- 
tions which this study attempts to answer 
are the following:— (1) How can farmers 
get the most money from their crop under 
the present marketing system? (2) What 
changes in production or distribution meth- 
ods seem desirable? (3) What are the chief 
variations in prices in different areas of the 
state in the same year? (4) What are the 
year to year price variations in the same area 
and what causes them? 

The third study, “Distribution of the New 
York Apple Crop, 1937 and 1938,” is being 
made by Mr. M. E. Cravens under the direc- 
tion of Doctor Harper. It probably will be 
completed by December, 1939. It was under- 
taken to ascertain the uses made of the crop; 
where the crop is used; the agencies that are 
involved in its distribution; the services that 
are performed, by whom, and at what cost; 
and the division of the “retail dollar” among 
the distributive agencies. 

The purpose of the fourth study, “‘Con- 
sumer Demands for Apples in New York,” 
is to determine what differentials consum- 
ers are willing to pay for and how much they 
will buy at these differentials. Considera- 
tions such as varieties, defects, color, size, 
and package are involved. It is expected that 
the first part of this study will be available 
in the summer of 1939. 

The fifth study, “Causes of Change in the 
Price of Apples from Year to Year,” is a 


— 


continuing study which was started in 1937. 
Its purpose is to determine the relative 
importance of various factors influencing 
price, such as the supply of apples, the buy- 
ing power of consumers, and the effect of the 
prices being charged for products which com- 
pete with apples. All of the above studies 
will be printed or mimeographed when they 
are completed, and copies may be obtained 
from Professor Harper. (The first study 
probably will be available when this issue 
of the JouRNAL is released.) 

Professor M. P. Rasmussen’s study, 
“Some Facts Concerning Means of Trans- 
portation and Methods Used in Marketing 
New York State Fruits and Vegetables,” is 
now available in printed form, and copies 
can be secured from the Cornell University 
Agricultural Experiment Station at Ithaca 
(Bulletin number 697). The author concludes 
that the method of transportation used, 
(whether rail, boat, or motor truck), does 
not seem to have had any measurable effect 
on grades or prices of fruits and vegetables. 
The more acute problems incident to the use 
of the motor truck in marketing arise from 
the following: (1) inadequate knowledge of 
market supplies, (2) inadequate terminal 
facilities for handling produce arriving by 
motor truck, (3) variations in state motor- 
vehicle laws, (4) lack of salesmanship, and 
(5) lack of control of movement to market. 
Several methods are suggested for overcom- 
ing the disadvantages resulting from the use 
of the motor truck. 

“Statistics from a Survey of Country Milk 
Plants in the New York Milk Shed, 1937” is 
the title of a mimeographed report written 
by Professors C. J. Blanford and M. C. 
Bond. It is based on data obtained from a 
survey of dairy plants, conducted by the 
Colleges of Agriculture of New York, Penn- 
sylvania, New Jersey, and Vermont. Among 
other things, the report shows the impor- 
tance of producer cooperative organizations 
in the marketing of milk. These are of four 
kinds: (1) the bargaining associations, such 
as the Sheffield Producers, (2) local operat- 
ing associations, most of whom operate only 
one plant, (3) other operating associations, 
such as the Dairymen’s League, and (4) 
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informal associations which usually are un- 
incorporated. About one-fourth (25.2 per 
cent) of the milk received at all country 
plants in the milk shed came from producers 
who were members of bargaining associations. 
About 42 per cent of the total volume was 
received from producers who were members 
of cooperative associations with facilities for 
handling milk at country points. (7.1 per 
cent of these were local associations and 
35.0 per cent were large associations which 
operated several country plants and some 
of which also operated city distribution 
plants.) A little more than 4 per cent (4.2) 
was received from producers belonging to 
informal associations (most of them were un- 
incorporated). The balance, 28.5 per cent, 
came from producers who were unorganized. 

“Roadside Markets,” by W. E. Keeper, 
summarizes a three-year study (1931-1933) 
of the College of Agriculture, which was un- 
dertaken in order to ascertain the factors 
which contribute to the successful roadside 
market. Three hundred and sixteen markets 
were studied. Thirteen factors apparently 
contributed to a large volume of sales. These 
are: (1) a large amount of traffic passing the 
stand, (2) a long season of operation, (3) 
regularity of operation during the season, 
(4) week-end operation, (5) a permanent 
stand, (6) supplementing home grown pro- 
duce with purchases of farm or non-farm 
produce, (7) a repeat-customer trade, (8) 
a good sign system, (9) a well-located stand, 
(10) neatness in appearance and general 
surroundings, (11) a large, attractive display 
of good quality products, (12) a good sales- 
man, and (13) satisfactory prices. 

A division of Livestock Marketing has 
just been started in the Department of Agri- 
cultural Economics and Farm Management. 
Mr. E. H. Matzen is making a general sur- 
vey of the marketing of livestock in New 
York under the direction of Professor Cur- 
tiss. He has collected data in personal inter- 
views with 350 farmers, 55 cattle dealers, 
27 butchers, and 10 auction managers. In 
addition to this, he has interviewed execu- 
tives in commission companies in Buffalo and 
Jersey City. This project was started in the 
summer of 1937 and it will be completed in 


June, 1939. The present plan is to print the 
report in bulletin form. 

Professor W. M. Curtiss has in progress a 
study of “‘Livestock Consignment Auctions 
in New York.” He is interviewing all con- 
signment auction managers in the state, of 
which there are about fifty. The purpose is to 
find out where these auctions are operating, 
the volume of business handled, the radius 
served, and the practices followed. 

Mr. Ivan Bierly is making an economic 
study of farm refrigeration in New York. 
The purpose is to find out something about 
the possibilities of freezer-lockers in New 
York State. He is making a survey of the 
present facilities for such service. Apparently 
about 20 cold storage plants in New York 
are offering some refrigeration service to 
farmers. The results of each of the two proj- 
ects mentioned above probably will be pub- 
lished in mimeographed form by June, 1939. 


University of Denver 


“Chain and Independent Grocery Prices 
in Colorado” is the title of an eight page 
printed report, released by the Bureau of 
Business and Social Research in October, 
1938. Twenty-five branded commodities 
were purchased from each of 97 grocery 
stores located in 30 cities and towns. 
(Twenty-nine chain stores and sixty-eight 
independent stores are represented in the 
sample.) It was found that chain stores were 
underselling service independents by 8.2 
per cent, and that they were underselling 
cash-and-carry independents by 3.1 per 
cent. 


De Paul University 


Two studies were recently completed by 
Professor L. M. McDermott. The frst, 
“Electrical Equipment in Use in Chicago”’ is 
based on some 9,000 interviews made in 
representative homes by students. The re- 
port, among other things, gives preferences 
as to types of electrical equipment, the age 
and cost of the equipment in use, preferences 
as to brands, and the kind of equipment that 
the family plans to buy next. 

“Store Credit and Returns Survey” is the 
title of the second study. Its purpose was to 
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ascertain the following: (1) the reasons why 
people take goods “‘on approval” and how 
often, (2) the causes of returns, (3) what 
stores are at fault, and (4) the use made of 
credit. About 10,000 interviews were made 
by students in representative homes. The 
study points out the relation existing be- 
tween returns and credit. Both of the above 
studies are available in mimeographed form 
and they may be obtained from Professor 
McDermott at twenty-five cents to cover 
mailing charges. (The address is: De Paul 
University, 64 East Lake Street, Chicago, 
I]linois.) 


Indiana University 


“Operating Results of College Book 
Stores, 1938” is the title of a study in proc- 
ess in the Bureau of Business Research. Ap- 
proximately 800 questionnaires have been 
sent to managers of book stores throughout 
the country. The study will be completed 
by June, 1939, and printed copies will be 
available at that time. 


Iowa State College 


“Marketing Iowa Cantaloupes” is the 
title of a 158 page report of a study made 
by A. T. Erwin, Geoffrey Shepherd, and 
N. D. Morgan. Among the topics discussed 
are the following: (1) marketing problems 
arising from the nature of the market and 
the perishability of the product, (2) trans- 
portation problems, (3) grading and brand- 
ing, (4) types of containers, (5) bulk mar- 
keting vs. packing and crating, and (6) dif- 
ferent types of markets. Copies may be ob- 
obtained without cost by writing the Agri- 
cultural Experiment Station, Ames, Iowa 
(Bulletin 373). 


University of Maryland 


“Standard of Living on Carroll County, 
Maryland, Farms” is the title of a study 
completed in August, 1938. It was made by 
Professors S. H. DeVault, Viola Teeter, and 
Carl B. Smith. Data were secured in personal 
interviews in 72 farm homes. The purpose of 
the study was to determine the amount of 
cash available for family living; to ascertain 
how the families use their income; to judge 


the standards of living; and to determine the 
adequacy of the diets in use according to 
accepted standards. 

The study showed that total cash receipts 
averaged $2,769. Of this amount, an average 
of $1,370, or 49.5 per cent, was used for farm 
operation expense; $1,032, or 37.3 per cent, 
went for family living expense; and $367, 
or 13.2 per cent, was accumulated. House- 
hold and operation was the largest item of 
cash living expense, averaging $303. It was 
followed closely by food expense, which aver- 
aged $301. Clothing, advancement and rec- 
reation, health, and personal expenses fol- 
lowed in the order named. 

“Net cash family living” was the basis used 
for determining the standard of living among 
the farm families studied. (This included 
expenditures for household and operation, 
food, clothing, advancement and recreation, 
health and personal.) As the average net 
cash family income increased, a smaller pro- 
portional amount was spent for food and a 
greater proportional amount was spent for 
advancement and recreation. The propor- 
tional amounts spent for household and op- 
eration, clothing, health, and personal re- 
mained about the same. Small incomes do 
not necessarily mean a low standard of liv- 
ing for farm families. They may get a large 
portion of their living from the farm and 
they may be able to spend their available 
cash very effectively. 

The families studied had a large enough 
net cash family income for a good standard 
of living. For instance, 89 per cent had 
radios; 46 per cent, mechanical refrigerators; 
78 per cent, mechanical washing machines; 
gO per cent, sewing machines; 81 per cent, 
water indoors; 58 per cent, hot and cold 
water; 56 per cent, indoor toilets; 57 per 
cent, central heating; 78 per cent, central 
lighting; 64 per cent, telephones; and 100 
per cent, automobiles. 

Possibly due to the fact that the data were 
collected in the summer time, the average 
diets were well above the accepted standard 
in nutritive requirements. When the indi- 
vidual families are considered, 13.9 per cent 
had a slight deficiency of calories; 4.2 per 
cent were deficient in protein; and 23.6 per 
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cent had minor deficiencies in Calcium. More 
families had deficiencies in Vitamin B than 
in any other nutrient, 70.8 per cent of the 
families being deficient in this factor; 59 
per cent were deficient in Vitamin G; 31.9 
per cent were slightly deficient in Vitamin 
A; and 18.1 per cent were deficient in Vita- 
min C. This study was to be printed and 
copies probably are now available from the 
Maryland Agricultural Experiment Station 
at College Park. 


University of Missouri 


A summary of a study made by Professor 
Herman M. Haag of the College of Agri- 
culture was recently printed under the title 
“Operating Expenses of Missouri Exchanges 
and Elevators.” Copies can be obtained by 
writing the Agricultural Editor of the Mis- 
sour Agricultural Experiment Station at 
Columbia. Among the more important con- 
clusions reached are the following: (1) Op- 
erating expenses of the average Missouri co- 
operative association were $5.98 per $100 of 
sales in 1935. (2) These costs of doing busi- 
ness for Missouri cooperatives are consider- 
ably below those of cooperatives operating in 
several other states as indicated by studies 
made in these states. (3) The average cost 
of doing business declined considerably as 
the size of the associations, as measured by 
the volume of sales, increased. Although, in 
general, the larger associations were more 
efficient, the variation among associations 
of different size was wide enough to indicate 
the possibility of the successful operation of 
small associations. 


Ohio State University 


Several studies, made jointly by members 
of the staffs of the Department of Rural 
Economics of the College of Agriculture and 
of the Department of Rural Economics of 
the Ohio Experiment Station, are in process 
or have recently been completed. Printed or 
mimeographed copies of the completed 
studies can be obtained free from the Ohio 
Agricultural Experiment Station at Wooster. 

“Ten Years of Farm Sales of Milk in Four 
Ohio Markets,” by Professors R. W. Sher- 
man and C. G. McBride, is part of a long- 


time study of farm sales of milk. Data se- 
cured in visits to representative companies 
and cooperative associations were supple- 
mented by 2,500 milk producer records. An 
analysis was made of the records of monthly 
deliveries of milk shippers in the Canton, 
Cincinnati, Columbus and Dayton markets, 
which covered not less than Io years in any 
market. The analysis follows closely the 
lines of an earlier study of the same groups, 
published in 1932 as Ohio Agricultural Ex- 
periment Station Bulletin 498. The changes 
following the years of extreme depression in 
milk prices are included in the present study 
and are particularly significant. One of the 
important evidences of adjustment to chang- 
ing economic conditions is shown in the turn- 
over of shippers. In the Cincinnati market 
the study was begun with 303 shippers who 
had shipped to the same plant continuously 
for five years, 1925-1929, inclusive. T he 
sample was increased to 394 in 1931 and 
thereafter no new names were added. In 
1936 only 225 of the 394 shippers were still 
selling through the same distributing outlet. 
Of 400 shippers in the Columbus market 
during 1927-1939, only 203 were selling to 
the same distributors in 1936. 

The study disclosed a direct relationship 
between the volume of deliveries and the 
seasonal variation of deliveries. The milk 
sales of large volume showed much less 
seasonal variation than those of small vol- 
ume. There was also much less seasonal 
variation in deliveries during the later period 
of the study than during the period before 
1930. 

During the period before 1930, only 
Columbus of the four markets studied, had 
used a base and surplus buying plan. During 
that period the Columbus sample had less 
seasonal variation than any of the other 
three markets. Since 1930, the other three 
markets adopted some type of base and sur- 
plus plan and all decreased their seasonal 
variation of sales. The Columbus shippers 
improved about the same amount as the 
other three, and are still much less variable 
in sales than the shippers of the other three 
markets. The printed report of this study is 
now available. 
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“The Livestock Auction in Ohio” is the 
title of a 19 page mimeographed report by 
Professor George F. Henning and Earl B. 
Poling which was released in August, 1938. 
The advantages and disadvantages of auc- 
tion marketing are discussed in detail in this 
report. Data were secured from question- 
naires received from 207 farmers. 

Professor George F. Henning has in proc- 
ess a study of “Motor Transportation Rates 
of Livestock.” It will be completed during 
the year and a summary will be printed by 
the Ohio Experiment Station. 

Professor Charles W. Hauck reports three 
studies in process. The first, “The Lake Shore 
Growers Cooperative Auction, Inc.,—An 
Analysis of Three Years of Operation, 1936, 
1937, and 1938,” will be completed this 
winter. Its purpose is to ascertain the factors 
which will affect the success or failure of 
this cooperative auction and to suggest 
means of improving the services performed 
and ways of securing a larger income. Data 
were secured from the complete sales records 
of the company for each year. 

Professor Hauck’s second study, “Rela- 
tionships of Quality and Retail Price of 
Selected Fresh and Canned Fruits and 
Vegetables,” will be completed about June 
1, 1939. It is based on data secured in 54 
personal interviews and the sample used 
covers about 10 per cent of the grocery 
stores in the area canvassed. Purchases of 
produce were made in each of the stores vis- 
ited. This study will reveal the degree of re- 
liability of price and brand as guides to 
quality. 

“Factors influencing Marketability and 
Marketing of Ohio Potatoes”’ is the title of 
Professor Hauck’s third study. It was begun 
in 1936 and it will not be completed until 
1940 or 1941. Some 300 to 500 personal in- 
terviews have been and will be made each 
year with potato growers in six leading po- 
tato counties in the northwestern part of the 
State. Its general purpose is to ascertain the 
best methods of marketing potatoes. A 
progress report on this study was released in 
mimeographed form in August, 1938, under 
the title ‘“Factors Influencing Marketability 
and Marketing of Ohio Potatoes.” 


University of Oregon 


A part of Professor N. H. Comish’s study 
of the “Traits of 341 Successful Retail Sales- 
people,” was published in the September, 
1938, issue of the Oregon Merchants’ Maga- 
zine under the title, “Traits of Successful 
Grocery Salesmen.” The purposes of the in- 
vestigation and the methods employed in 
gathering the data were given in the Octo- 
ber issue of the jouRNAL. In his article, Pro- 
fessor Comish compares the frequency with 
which twenty traits appear in the entire 
group of 341 successful salespeople and in 
the sub-class of 43 grocery salesmen. He, 
also, points out that a knowledge of these 
traits might be used to advantage in select- 
ing applicants for retail selling positions. 


University of Pennsylvania 


Two research studies of general interest 
were made by seniors working under the 
direction of Professor Ralph F. Breyer. 
Typewritten copies of both are available for 
loan. The purpose of the first, “Photographic 
Trends in Advertising,” was to establish the 
trends in the use of photographs in adver- 
tising. It was based on a study of approxi- 
mately 5,000 advertisements. The second, 
“The National Advertising of Life Insur- 
ance,” was made to ascertain the recent 
trends in advertising media, expenditures, 
and copy themes. 


Pennsylvania State College 


“Forces Influencing the Farmers’ Support 
of a Cooperative Marketing Organization in 
Pennsylvania” is the title of a study which 
was started in June, 1938. It will be com- 
pleted in July, 1939, and it will be printed 
as a bulletin of The Pennsylvania State Col- 
lege Agricultural Experiment Station. Doc- 
tor M. E. John is in charge of the project. 
The purpose is to determine some of the 
forces which influence farmers’ support of 
cooperative associations. Data were obtained 
by Dr. John and his assistants through per- 
sonal interviews with 1,300 farmers. The 
facts learned from this study are to be used 
to assist cooperatives in their membership 
relations. This study can also be used to ad- 
vantage in courses in cooperative marketing. 
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“Seasonal Changes in Market Milk Pro- 
duction” is the title of a project which was 
begun in 1937. The results were published in 
Bulletin 358 of the Agricultural Experiment 
Station in April, 1938. Professors F. F. 
Lininger and C. W. Pierce were in charge of 
the work. This study was undertaken to de- 
termine changes in market milk production 
which may have arisen from changes in milk 
marketing plans. Data were obtained from 
the three major milk marketing cooperative 
associations operating in Pennsylvania. Re- 
sults showed that the adoption and subse- 
quent rejection of the base surplus plan in- 
fluenced the seasonal production of market 
milk. 

“A Preliminary Survey of Methods and 
Costs of Marketing Potatoes in Pennsyl- 
vania”’ is the title of a study which was be- 
gun in 1937 and it is expected that a bulletin 
summarizing the results will be published in 
1939. The work is in charge of W. R. Whit- 
acre. The purpose is to examine some specific 
methods of marketing and the costs in- 
volved. Data were obtained from representa- 
tive producers. 

A study of “Prices of Pennsylvania Farm 
Products” was started in June, 1938, and 
the results will be published early in 1939 
as a bulletin of The Pennsylvania State Col- 
lege. It is being made under the direction of 
Professor F. F. Lininger and Ellen F. Ander- 
son for the purpose of presenting current 
price data and analyzing movements in 
prices of Pennsylvania farm products, espe- 
cially with reference to prices paid by farm- 
ers. Personal interviews were used to sup- 
plement data published by the United States 
Department of Agriculture. This bulletin 
will serve as background for a current peri- 
odical of farm economic facts. The study can 
be used to advantage in courses in general 
or agricultural marketing. 


Stanford University 


Two studies are in progress in the Food 
Research Institute. The first deals with price 
relationships between December and March 
wheat futures at Liverpool. It will contain an 
introductory section describing the Liver- 
pool wheat futures market. The second is a 


study of our reciprocal trade agreements, 
with special reference to their significance 
for export trade in agricultural products. 


Both studies will be published. 


Syracuse University 


A study of the advertising and sales pro- 
motional activities of a group of consumers’ 
cooperative stores was completed by Pro- 
fessor Hubert E. Bice in September, 1938. 
It points out the weak spots in the sales pro- 
motional plans in use in the stores studied 
and outlines in detail a program for improve- 
ment. The recommended remedial procedure 
is described in a book published by the Co- 
operative G. L. F. Exchange, Ithaca, New 
York. A few mimeographed copies of the 
factual material upon which the book is 
based are available, but the quality is insuf- 
ficient for general distribution. 


University of Washington 


Professor Henry A. Burd is making a 
study of the “Mobility of Retail Trade in 
the State of Washington.” It will be com- 
pleted in the spring of 1939. Its purpose is to 
determine in what size towns customers buy 
different kinds of commodities at retail, and 
how far they travel in order to make their 
purchases. Charts and maps which indicate 
trading opportunities will be prepared for 
the leading cities and placed on exhibit in 
the cities concerned. 


University of Wisconsin 


Four research studies are in process under 
the direction of Professor D. R. Fellows. 
They are being made by graduate students 
in his seminar course in marketing. The first, 
“The Effect of the Business Cycle on De- 
partment Store Sales and Merchandising 
Policies,” by Willys Knight, is being made to 
determine the ways in which the cyclical 
fluctuations in business affect department 
stores and to measure the extent of the 
changes which occur. An attempt will be 
made to ascertain to what extent the usual 
effects of cyclical fluctuations in business can 
be off-set by policies under the control of a 
single store and by policies of a nation-wide 
retail store organization. 
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The second is a descriptive study of “The 
Marketing of Paper, With Special Reference 
to Bond Papers.” It was made to determine 
how and where paper is distributed and the 
various types of distributors involved. 

The third study, by Henry A. Kroner, is 
concerned with “The Regulation of Business 
Practices in the Field of Prices.”” Data were 
obtained largely from the cost files of a 
wholesale hardware company and from the 
National Wholesale Hardware Association. 
Several sales agents were interviewed or 
written to for information. The data col- 
lected illustrate various forms of resale price 
control used by hardware manufacturers 
who sell to wholesalers and indicate the rela- 
tive importance of each type of control. 

The fourth project, which is being under- 
taken by DeLores Froemming, is a “Study 
of the Advertising of Three Department 
Stores and Its effectiveness.”’ The advertis- 
ing of the stores will be compared from the 
standpoint of quantity, type, and media 
used. The advertising policies of each store 
will be studied and an attempt will be made 
to ascertain the results of the advertising as 
measured both by the volume of sales ob- 
tained and by the profit secured. 


B. ResEARCH IN GOVERNMENT BuREAUS 
Edward L. Lloyd 
Bureau of Agricultural Economics 


Of the major changes in the structure of 
the United States Department of Agricul- 
ture, announced October 6 by Secretary of 
Agriculture, Henry A. Wallace, special in- 
terest from the standpoint of marketing re- 
search lies in the consolidation and coordina- 
tion of marketing work formerly in seven 
agencies of the Department. Administration 
of marketing work was lodged in four units 
responsible to the Secretary through Dr. 
A. G. Black as Director of Marketing and 
Regulatory Work. Dr. Black formerly was 
Chief of the Bureau of Agricultural Econom- 
ics. Associated with him will be Dr. Carl 
B. Robbins, who was appointed November 8 
as Assistant Director of Marketing and 
Regulatory Work. 

The four marketing and regulatory units 
are: 


(1)—All marketing research, service and 
regulatory work of the Bureau of Agricul- 
tural Economics in connection with cotton, 
dairy and poultry products, fruits and vege- 
tables, grain, livestock, meats, wool, tobacco, 
hay, feed, and seed was placed under C. W. 
Kitchen, formerly Assistant Chief of the 
Bureau of Agricultural Economics. Included 
are the nation-wide market news service, the 
Federal-State crop and livestock estimating 
service, warehousing, and the farm products 
standardization and inspection services. 
Also under Mr. Kitchen will be the adminis- 
tration of the Packers and Stockyards Act, 
the Federal Seed Act, and the Dairy Exports 
Act. 

(2)—The Federal Surplus Commodities 
Corporation, the marketing and marketing 
agreements work of the Agricultural Ad- 
justment Administration, and administra- 
tion of Section 32 of Public No. 320, 74th 
Congress, and related legislation, were placed 
under J. W. Tapp, formerly Assistant Ad- 
ministrator of the Agricultural Adjustment 
Administration. 

(3)—Administration of the Sugar Act of 
1937 continues under Joshua Bernhardt. 

(4)—Administration of the Commodity 
Exchange Act continues under J. W. T. 
Duvel. 

The Bureau of Agricultural Economics, re- 
linquishing certain marketing functions and 
adding a number of other activities, will be 
under the direction of H. R. Tolley, formerly 
Administrator of the Agricultural Adjust- 
ment Administration. As newly constituted 
the Bureau of Agricultural Economics will 
include all general programming and plan- 
ning for adjustment, conservation, and 
marketing programs for the Department. 
Also established was an Agricultural Pro- 
gram Board, which will review all plans and 
programs developed under the leadership of 
the Bureau. The head of the Office of Land 
Use Coordination, Milton S. Eisenhower, 
will serve as Board chairman. 

Official United States Standards for qual- 
ity of creamery butter were promulgated by 
the Secretary of Agriculture on November 3, 
to become effective April 1, 1939. The offi- 
cial standards, which will replace the tenta- 
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tive standards now in use, provide a more 
direct method of grading butter than the 
score card method in use for many years. 
Different flavor ratings are given each of 
some 30 identified flavors. From these flavor 
ratings, deductions for defects in body, color, 
and salt are made in accordance with a gen- 
eral rule to arrive at the final U. S. score of 
the butter. The use of the new standards will 
continue to be voluntary as in the past, with 
the single exception that on and after April 
I, 1939, the settlement of all future con- 
tracts on butter must be on the basis of the 
official standards. This requirement comes 
under the Commodity Exchange Act. 

A new Farmers’ Bulletin, No. 1815, con- 
cerns the “Grading of Dressed Turkeys.” 
This bulletin deals not only with the general 
principles pertaining to the grading of tur- 
keys, but also takes up in detail the specific 
conditions and defects encountered and how 
they are to be evaluated. 

Now in the process of printing is a circular 
entitled “Market Classes and Grades of 
Feeder and Stocker Cattle.” This circular 
will contain information of a general nature 
relating to feeder and stocker cattle and 
outlines the specifications for the official 
United States grade for feeder and stocker 
cattle. 

Research work is being conducted in con- 
nection with the establishment of grades for 
hog carcasses with respect to degrees of 
hardness. Hogs are produced that vary in 
degrees of hardness in areas where soft pork- 
producing feeds, such as peanuts, are grown 
extensively along with firm pork-producing 
feeds, such as corn. Since it is impossible to 
determine from the appearance of the live 
hog the degree of firmness of the carcass it 
will produce, and since the degree of firmness 
is a very important factor in determining 
the value of hog carcasses, such hogs are 
frequently sold “subject to kill.” The Bu- 
reau has, therefore, been requested by pro- 
ducing interests in the Southern States to 
provide a grading service on the basis of 
which hogs that are bought “subject to kill” 
may be graded for degree of firmness and 
settlement made. 

Modern machinery for conducting re- 


search work in wool scouring has recently 
been installed by the Bureau. The wool 
scouring laboratory is an essential part of 
the wool sampling and scouring program 
being conducted by the Bureau for the pur- 
pose of developing a method of obtaining 
small samples of large clips of wool that, 
when scoured in a laboratory, will provide 
an accurate indication of the shrinkage of 
the entire clip. Since the quantity of grease, 
sand, and other extraneous matter consti- 
tutes from 30 to 70 per cent of the weight 
of grease wool, the yield of scoured wool is a 
very important factor in determining value. 
Wool quotations at terminal markets are 
based on the clean content of grease wool 
and it is therefore necessary that producers 
know the shrinkage of their clip in order to 
transpose scoured wool prices into terms of 
their own grease wool, and thus determine its 
value. 

Recently issued by the Bureau is a mimeo- 
graphed report on the “‘Shrinkage of Grease 
Wool in Relation to Prices.” This report dis- 
cusses wool shrinkage, the factors that are 
responsible for variation in shrinkage, the 
transposition of scoured wool prices into 
terms of grease wool, and additional infor- 
mation pertaining to wool shrinkage that is 
of value to producers. 

A circular entitled “Grading Wool,” 
Farmers’ Bulletin No. 1805, has been pub- 
lished. This bulletin discusses the different 
grades of wool, methods of preparing wool 
for market, the uses for the different grades 
of wool, and general information of value to 
wool producers in improving their methods 
of production and marketing. 

Inauguration of a Seed Dockage Inspec- 
tion Service for country-run forage seeds 
was announced by the Bureau in early 
October. The service got under way im- 
mediately with inspections of timothy and 
timothy mixed seed. Following a trial period, 
producers and dealers will be asked for sug- 
gestions as to improvements in the tentative 
standard definitions and inspection proce- 
dure. 

The determination of dockage is recog- 
nized as one of the most important problems 
in the marketing of rough-cleaned or coun- 
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try-run forage seed from producing centers 
or shipping points to larger concentration 
points or important markets. Heretofore, 
this determination has been made largely by 
the purchaser or receiver of the seed at 
destination. In the case of timothy seed, a 
2-per cent allowance of dockage was usually 
made. 

The prevailing method of determining 
dockage has been generally unsatisfactory, 
and controversies often have arisen between 
shippers and dealers. Many suggestions have 
been made from time to time that the mar- 
keting of such seed would be facilitated and 
controversies largely avoided by the institu- 
tion of an impartial seed dockage inspection 
service, and the issuance of Government seed 
dockage certificates. 

Notable expansion in the tobacco inspec- 
tion service has been taking place during the 
current marketing season. Referendums 
under the Tobacco Inspection Act of 1935 
have been held this year on eight auction 
markets, all of them resulting strongly in 
favor of mandatory and free inspection of 
the tobacco previous to sale. The markets 
include one in flue-cured tobacco, one in 
dark air-cured, and six in Burley, and raise 
the total of designated markets to 34. Re- 
quests for the holding of additional referen- 
dums were received but were rejected be- 
cause of the lack of funds. 

Expansion of this service on a broad scale 
and within a short period of time is not de- 
sirable, according to Bureau officials, since 
the major problem involved is that of ob- 
taining and training inspectors. This phase 
of the problem is being approached along 
three lines: First, the training of inspectors 
already in the service and qualified in one 
type or class of tobacco to perform service 
also in other types or classes of tobacco. It 
is possible to utilize the services of such in- 
spectors in different portions of the tobacco- 
growing area only to the extent that the dif- 
ference in time of marketing seasons permits 
the shifting of personnel. A second approach 
is the new appointments of men known to be 
qualified judges of tobacco and training them 
in the official standard grades. This presents 
difficulties. Although considerable numbers 


of qualified judges of tobacco can be ob- 
tained, many of them are advanced in years. 
The third approach, which has long-range 
possibilities, is the appointment of young 
men with some experience in tobacco, such, 
for instance, as that obtained on the farm, 
and employing them for training purposes 
in minor capacities, and gradually inculcat- 
ing in them the fundamentals of tobacco 
judging and a knowledge of standard grades. 
This is analogous to the methods employed 
by the larger manufacturing companies in 
maintaining the personnel of their leaf de- 
partments. 

The phase of the market news service 
concerned with reporting prices paid for 
tobacco according to grade has expanded in 
step with the inspection service. In addition 
to the regular weekly price reports showing 
average prices for all grades, daily reports 
are being issued showing price ranges on a 
limited number of grades. The daily reports, 
which include comments on general market 
conditions, are being widely disseminated by 
press and radio. 


Bureau of the Census 


The Bureau of the Census now has in prep- 
aration a report presenting a consistent 
and comparable occupational classification 
of the nation’s workers as enumerated at 
each decennial census from 1870 to 1930. 
This, when completed, will reflect the indus- 
trial development of the national through 
60 years of its history. Because of changes in 
classifications and definitions, deficiencies in 
the enumeration, and other reasons, the 
existing occupation statistics of successive 
censuses are not entirely comparable or 
satisfactory as a basis for the study of 
trends. The census report now in preparation 
is designed to correct this situation by har- 
monizing the statistics and putting them on 
a comparable basis. When the final report 
giving statistics by occupations is completed, 
occupational changes and shifts will be 
brought out and evaluated. A press release, 
which has been issued giving the statistics 
for the main classes of occupations—agri- 
culture, manufactures, trade, etc.—brings 
out some interesting results. 
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About 250,000 schedules were returned in 
the survey of wholesale and retail trade 
covering 1937 and the first half of 1938, as 
described in the July issue of the JouRNAL. 
All the preliminary releases, 25 on retail 
trade and 27 on wholesale, had been issued 
before December 1, and the final reports 
have now been completed and published. 
They are not designed to present a complete 
picture of the trade. They cover identical 
establishments and their great value consists 
in showing trends. In general the returns in- 
dicate large increases in sales between 1935 
and 1937 followed by decreases in the first 
half of 1938 as compared with the first half 
of 1937. 


Bureau of Foreign and Domestic Commerce 


The Marketing Research Division has re- 
cently issued several reports of wide interest 
to marketing men. One of these, “‘Sugges- 
tions for Use in Making a City Survey,” is 
a revision of an outline originally published 
in 1931. The revised edition, however, has 
been materially expanded and includes a 
comprehensive discussion of technique in 
planning and making a survey preliminary 
to determining the industrial or commercial 
status of a community or region. In addition 
to the text and the basic outline, the publi- 
cation includes a list of published material 
from Governmental and non-Governmental 
sources. “Suggestions for Use in Making a 
City Survey” is further identified as Domes- 
tic Commerce Series No. 105, and may be 
purchased at Io cents from the Superintend- 
ent of Documents or any district office of the 
Bureau of Foreign and Domestic Commerce 
located in principal cities. 

Another publication, “‘Store Arrangement 
Principles,” is the first of a series of reports 
designed to be of assistance to the small 
business man in the retail field. The report 
outlines the conditions governing the basic 
use of space in retail stores. Evidence of the 
dollar advantages of improved store layout 
is shown in a statistical tabulation included 
in the study which records partial results of 
a movement of a few years ago in which the 
Department of Commerce cooperated with 
merchants and commercial organizations in 


various Cities in a plan to improve the physi- 
cal appearance and efficiency of retail food 
stores. Included is a list of the characteris- 
tics found in well-designed small and me- 
dium-sized stores. This publication, while 
directed primarily to the prospective or ac- 
tual proprietors of medium and small size 
retail stores, is of real value to marketing 
teachers and others interested in retail store 
management. It is available from the Super- 
intendent of Documents, Government Print- 
ing Office, or the Bureau of Foreign and Do- 
mestic Commerce. The price is Io cents. 

Recently the Marketing Research Divi- 
sion made available their tenth annual sur- 
vey of “Salad Dressing, Mayonnaise, and 
Related Products Industry.” This survey, 
made at the request of members of the in- 
dustry, presents a statistical study of the 
trend of commercial production anda prices 
among the various types of dressing. Many 
interesting facts are also revealed from an 
analysis of the channels of distribution used 
and the important shifts among these vari- 
ous channels. This study is designated as 
Market Research Series No. 20, and can be 
obtained from the Marketing Research Divi- 
sion or the district offices of the Bureau of 
Foreign and Domestic Commerce at a cost 
of 10 cents. 

The Division of Economic Research has 
released “Income in the United States, 
1929-1937.” This latest edition contains re- 
visions and brings up to date the annual 
figures on income paid out and income pro- 
duced. The text discusses the conceptions of 
income, as well as some of the problems en- 
countered in estimating the national income. 
The text also points out significant trends 
that have taken place since 1929. Tables are 
included which show in detail the salaries, 
wages, interest, dividends, net rents, and 
royalties, and business savings for a large 
number of industrial groups. The full-time 
equivalent number of employees by indus- 
tries is also presented in table form. 

The Marketing Research Division of the 
Bureau is cooperating with a committee of 
the American Marketing Association in a 
study designed to reveal the extent or nature 
of marketing research conducted by impor- 
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tant industries during 1937. The results of 
this study were presented in a paper at the 
annual meeting of the Association. 


Bureau of Home Economics 


The first printed report of the Bureau of 
Home Economics on the Consumer Pur- 
chases Study has gone to press. This report, 
“Family Income and Expenditures, Pacific 
Region, Part 1, Family Income,” takes up in 
detail the incomes of the families interviewed 
in 24 villages and 4 small cites in the Pacific 
region. Similar data for other regions are 
being prepared, and mimeographed prelimi- 
nary reports dealing with particular phases 
of the study are being released to the press 
from time to time. 

The Bureau and cooperating agencies in 
15 states and the District of Columbia have 
completed the measurements of 116,000 
children, ages 4 to 14. Statisticians are ana- 
lyzing the measurements and from them are 
calculating a new basis for sizing children’s 
garments. The new standards will be based 
on body build—a much more dependable 
guide than age as to the size of a garment 
that will fit a child. Facts from the child 
measurement study will soon be available 
to the manufacturers of children’s clothing. 

The new pictorial bulletin. “When a Wom- 
an Buys a Coat,” tells what to look for in 
coat quality. Twenty-one pages of illustra- 
tions and brief explanations show step by 
step the important points to consider in buy- 
ing a ready-made coat. Instructors of con- 
sumer groups or classes in merchandising 
will find it useful. The bulletin may be pur- 
chased from the Superintendent of Docu- 
ments, Washington, D. C. The price is 10 
cents. 

The year 1939 gives promise of being a 
better year for the farm family than 1938, 
according to facts and figures presented at 
the annual Agricultural Outlook Conference 
held in Washington, D. C., in October, 1938. 
The gist of that conference i is presented in a 
6-page pamphlet, ‘“‘Outlook for Farm Family 
Living,” published jointly by the Bureau of 
Home Economics and the Bureau of Agri- 
cultural Economics of the U. S. Department 
of Agriculture. 


Another piece of pioneer research on tex- 


*tiles has been completed by the Bureau of 


Home Economics. Scientists in the Division 
of Textiles and Clothing have finished a 
study of the wearing qualities of upholstery 
fabrics—the first such detailed study ever 
carried out. From their findings the textile 
experts have worked out a system of grading 
three of the main types of upholstery fabrics, 
and have proposed minimum specifications 
for each grade. Manufacturers of upholstery 
goods are now studying the specifications 
set up from this study, and in the near future 
may incorporate some of the information 
suggested into informative labels, which 
would be of invaluable help in consumer 
purchasing. 

Two interesting bulletins have recently 
been released, “Soybeans for the Table” 
and “Dry Skim Milk.” The first of the two 
discusses the food value of soybeans and 
their products, and gives a number of recipes 
typical of the many ways in which the bean 
may be prepared for table use. The second 
bulletin likewise gives interesting recipes in 
which dry skim milk can be used to replace 
fresh milk, and presents an interesting dis- 
cussion of its uses and food value. 


Bureau of Labor Statistics 


The July, 1938 issue of this JouRNAL car- 
ried a note describing the two major studies 
of family income and expenditure made by 
the Bureau. Analysis of the data collected 
in the study of the money disbursements of 
wage earners and clerical workers has been 
completed and will be available in printed 
form about the first of the year. The results 
of the survey including all income classes 
and covering 32 cities will appear in four 
sets of reports: (1) The bulletins on distri- 
bution of all families, including native and 
foreign born, by income, have been sent to 
the printer; (2) Summary reports on ex- 
penditures will be ready in the spring; (3) 
Details of expenditures and (4) Analysis of 
these expenditure details will be published 
during the summer. 

The Bureau of Labor Statistics, in coop- 
eration with the Federal Housing Adminis- 
tration, the Home Loan Bank Board, and 
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the Works Progress Administration, has 
virtually completed a survey of building- 
permit data for the years 1929 to 1935. The 
study will help to meet the needs of those 
immediately concerned with housing pro- 
grams such as chambers of commerce, real 
estate boards, city planning commissions, 
local building authorities, and various other 
Governmental and _  quasi-Governmental 
agencies for detailed information on new 
residential construction. 

Data were obtained on the number of 
family-dwelling units provided, by cost 
groups, the type of material used in the 
construction of the building, and the cost 
per dwelling unit in 813 cities or approxi- 
mately 83 per cent of all cities in the United 
States with a population of 10,000 or more. 
Data for the demolition of housekeeping 
structures are also shown. Detailed reports 
are being published for each of the cities 
with a population of 100,000 or over covered 
by the study. For cities with a population of 
25,000 to 100,000 one report will be pub- 
lished for each state, covering all of the cities 
of this size for which data were obtained. 

A new study of building permit data has 
been undertaken which will furnish informa- 
tion on (1) The volume of building prior to 
1920; (2) Residential construction, by cost 
groups and type of material, 1936-1938 
(continuing the survey described above); (3) 
The number of dwellings erected in rural 
non-farm areas in 1936, 1937, and 1938— 
this information to be combined with regular 
reports of the Bureau as a basis for estimat- 
ing total non-farm residential construction; 
(4) The relationship between permit valua- 
tions and selling prices and contract prices 
of dwellings. 

For the past two years the Bureau has 
been engaged in a revision of the sample 
of dwellings on which the rent indexes for 
32 cities are based. The indexes are shown 
separately for different types of dwellings, 
and are computed on a 1935 base. The fig- 
ures for each city have been released as they 
became available, and are brought up to 
date at quarterly intervals. The reports are 
available upon request. 

Indexes of employment and pay rolls 


adjusted to the 1935 Census of Manufac- 
tures have been released in mimeographed 
form under date of September, 1938. The 
indexes have been revised for the period 1919 
to 1938, in order to take into account sev- 
eral revisions in industrial classification as 
adopted by the Census Bureau. These 
changes are described in the release contain- 
ing the revised indexes. 

A Works Progress Administration project 
has been undertaken, the objects of which 
are (1) To secure from the records of states, 
counties, cities and other Governmental 
units statistics relating to number of hours, 
number of employees, and amount of pay 
rolls, by pay-roll periods; and (2) to obtain 
the same type of data from contractors per- 
forming work for these political subdivisions 
and whose employees are not hired directly 
by these divisions. A technical committee 
composed of representatives of several Gov- 
ernment agencies will supervise the plans 
for the project. Every state, all cities over 
100,000 population, and a selected sample 
of smaller cities and of rural counties will be 
covered; public employees for each county 
in which a sample city is located will also 
be included. It is planned that the Bureau 
shall collect statistics of public employment 
as a regular feature of its work after the con- 
clusion of the project. 

There are available in mimeographed form 
surveys of wages, hours, and working condi- 
tions in three industries for which it will not 
be possible to publish printed bulletins. 
They cover cotton goods, soap, and radio 
receivers. Studies of wages and hours have 
been undertaken for boots and shoes, found- 
ries and machine shops, and knit goods and 
hosiery, and work is nearing completion on 
the surveys for iron and steel, electrical 
manufacturing and appliances, meat pack- 
ing, woolen and worsted, and dyeing and 
finishing. 

Bulletins on labor productivity in the ci- 
gar, leather, and cotton garments industries, 
prepared in cooperation with the National 
Research Project of the W.P.A., are in the 
hands of the printer. 

The study of union wage rates and hours 
of work made annually has been completed. 
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Results of the survey on building trades 
workers appeared in the November Monthly 
Labor Review, and information on other 
trades is being published in succeeding issues. 
The date of the survey was changed this 
year from May 15 to June 1. 

The Monthly Labor Review published 
by the Bureau of Labor Statistics, carries 
summary reports on different studies and 
the Bureau maintains mailing lists for se- 
lected subjects for which regular reports are 
issued. The list of subjects may be obtained 
by addressing the Commissioner of Labor 
Statistics, Department of Labor, Washing- 
ton, D. C. 


Works Progress Administration 


The Works Progress Administration re- 
ports that from the beginning of the W.P.A. 
program in the summer of 1935 to the end of 
September, 1938, $5.7 billion was expended 
on work projects. This sum includes $900 
million expended by the states and localities 
which plan and sponsor W.P.A. projects. 
About $4.4 billion, or more than three- 
fourths of the total expenditures, were for 
wages of project workers. The remaining 
$1.3 billion was expended for materials, 
equipment, rentals, and other non-labor 
items necessary to the operation of the proj- 
ects. 

All of the funds have gone directly or in- 
directly to stimulate private industry. Most 
of the $4.4 billion paid in wages to W.P.A. 
project workers was quickly re-spent in re- 
tail channels for the necessities of life. Pre- 
liminary estimates made by the Division of 
Statistics and Economic Research show that 
of the total wages paid by W.P.A. approxi- 
mately one and one-half billion dollars was 
spent almost immediately in retail clothing 
market; and nearly two and one-half billion 
dollars was spent for rent, light, fuel, trans- 
portation, drugs, medical care, and miscel- 
laneous other goods and services. Further 
study is being made of the expenditure of 
W.P.A. wages in order to obtain more accur- 
ate and detailed data on the indirect effects 
of these expenditures. 

The Division of Statistics and Economic 
Research of the Works Progress Adminis- 


tration has developed an index of wholesale 
commodity price dispersion which it has 
found very useful in appraising the relative 
balance of prices. It is significant also as a 
measure of changes in general economic con- 
ditions. 

Persons interested in marketing and re- 
lated activities will find of interest the Index 
of Research Projects, Vol. 1, published by 
the W.P.A. This volume (obtainable from 
W.P.A. office in Washington) contains a di- 
gest and index of a wide variety of research 
projects operated under the Civil Works 
Administration, the state emergency relief 
administrations under the F.E.R.A. and the 
W.P.A. Among these are such projects as 
“Marketing Fruits and Vegetables in Con- 
necticut with Special Reference to the 
Hartford, Bridgeport, and Waterbury Mar- 
kets”; “A Survey of the Division of the 
Consumer’s Dollar Used in the Purchase of 
Fresh Fruits and Vegetables in New York 
City”; and “The Distribution of American 
Raw Cotton, Season 1932-1933.” 

Other projects related to marketing re- 
search may be traced through the subject 
index of the volume under such headings as 
Advertising, Shipping, and Transportation. 


Federal Trade Commission 


During October the Commission con- 
ducted several general investigations of in- 
terest. Among these were the Motor Vehicle 
Investigation, one on Agricultural Imple- 
ments and Machinery, and the Agricultural 
Income Inquiry. Reports on these are now 
available. 

The Commission also conducted trade 
practice conferences in which industry or 
trade groups were afforded opportunity for 
voluntary participation in the establish- 
ment, subject to the Commission’s approval, 
of rules for the elimination or prevention of 
unfair methods of competition, unfair or 
deceptive acts or practices, and other illegal 
practices. 


C. RESEARCH IN PRIVATE ORGANIZATIONS 
Ferdinand C. Wheeler 


Twentieth Century Fund, Inc. 
This foundation has recently completed a 
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study of “Distribution and its Costs.” This 
study has been under way for some time and 
will be ready for publication probably some 
time in February. The study is said to be 
quite comprehensive and that, in printed 
form, it will probably be in the neighborhood 
of five hundred pages. When released, this 
should prove a volume of special interest 
and value to all marketing men not only be- 
cause of its subject matter but because of the 
care and competency with which the work has 
been developed. 


Institute of Distribution 


This organization has recently released its 
1938 edition of its “Retailers Manual of 
Taxes and Regulation.” This is a compila- 
tion, in summary form, of all state and 
municipal laws and ordinances that tax, 
regulate or otherwise affect retail merchants 
in any way. It is presented in one loose-leaf 
well-indexed handbook. In the 1938 edition 
the Institute has included some high light 
summaries of the most pertinent federal 
statutes affecting merchants and has illus- 
trated it with a number of charts and tables. 


Progressive Grocer 


Under the direction of Carl W. Dipman, 
the Progressive Grocer has completed an in- 
teresting and illuminating summary of 
super-market operating expenses. It is said 
to be the only really scientific study that has 
yet been made of super-market operating 
costs and includes only such markets as have 
been in business over a period of years and 
which have become thoroughly established. 
To anyone interested in food distribution 
through the medium of super-markets, this 
study contains considerable useful material 
and is available upon request direct to the 
Progressive Grocer at 161 Sixth Avenue, 
New York City. 


The Household Magazine 


In order to shed some light on the extent 
of the influence exercised by women in the 
purchase of automobiles, the Household 
Magazine has recently completed a study 
among four thousand Buick, Dodge, Chev- 
rolet, Hudson, Oldsmobile and Plymouth 


dealers. The findings, of course, are based 


solely upon automobile dealers’ opinions but 
are sufficiently definite to confirm the belief 
that women are a “very important influence” 
in the selection of the family car. The figures 
are as follows:—‘‘All important 12.7%; very 
important 80.0%; cae important 6.9%; 
not important .4%.” It would appear from 
this that all but 4/10 of 1% of the purchases 
were, to some extent, itieented by the wom- 
en of the family and that in nearly 93% the 
influence was decisive. 


Media Records, Inc. 


Nelson Seubert, research director for 
Media Records, Inc., has just completed a 
statistical analysis of the consumption and 
advertising of alcoholic beverages in the 
U. S. during 1937. This study tabulates in 
columns: The quantity consumed—total 
gallons and per capita gallons; consumption 
at wholesale prices—in total dollars, per cent 
of the U. S., and per capita dollars; consump- 
tion at consumer prices—in total dollars, 
per cent of the U. S., and per capita dollars; 
and newspaper advertising—in total dollars, 
in per cent of the U. S. and in cents per 
wholesale dollar. Throughout the report 
this same breakdown is applied to beers and 
ales, wines, liquors, whiskies of various sorts, 
gin, brandy, rum and other spirits. The con- 
sumption of beer is based on data compiled 
by Modern Brewer and the consumption of 
wine and liquor is based on data compiled by 
Midas Criterion. Altogether, it represents a 
painstaking and comprehensive tabulation 
of statistical data on consumption and ad- 
vertising of alcoholic beverages and should 
prove useful to anyone operating in that 
field. 

Hearst Magazines, Inc. 


Under the direction of Luke J. McCarthy, 
the Marketing Division of the Hearst Maga- 
zines, Inc. have issued “A Handbook of 
Facts” on the National Consumers Purchase 
Survey. In setting up this handbook, the 17 
income levels shown in the Consumers Pur- 
chase Survey have been condensed to 9— 
for the sake of brevity; also, 187 communi- 
ties have been reduced to 5 broad population 
groups; and 15 groups of consumers goods 
and services, into which all expenditure 
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items are allocated, are dealt with individ- 
ually and collectively in the tabulations. 
This procedure condenses the “Handbook of 
Facts” but greatly simplifies the use of ex- 
penditure data for market analysis. The 
data presented is not just a transcription of 
those found in the government survey; they 
are adjustments, to include the 38,042 na- 
tive white, non-relief families and to exclude 
the farm families, families living in several 
small cities and negro families. The com- 
ments accompanying the various tables are 
particularly interesting. 

The Hearst Magazines, Inc. have also 
issued a digest of “Consumer Incomes in the 
United States—1935-1936” giving a number 
of breakdowns of incomes, with charts, 
based upon the report of the National Re- 
sources Committee. Both of these studies 
represent useful compilations for marketing 
purposes. 


McCall Corporation 


Arthur Hirose and Don Parsons of the 
McCall Corp. have recently completed a 
study of household refrigerators for the Na- 
tional Electrical Manufacturers Assn. which 
shows that electrical refrigerators rank third 
in electrical applicance sales during 1937. The 
electric refrigerator industry secured over 
74% of the total household refrigerator sales 
last year in units, while the old style icebox 
secured 18% of the total, the gas refrigerator 
over 7% and the kerosene refrigerator the 
remaining small percentage of total sales. 
The study also pointed out that the electric 
refrigerator has saturated its initial market 
to a greater degree than all other electrical 
appliances except the iron, the clothes 
washer and the toaster and that replacement 
sales on electric refrigerators are increasing 
rapidly. As a matter of fact, some 16% to 
28% of today’s sales are shown to be replace- 
ments. Messrs. Hirose and Parsons also re- 
commend a five-point program for the house- 
hold refrigeration industry under the sub- 
ject headings of Development, Manufactur- 
ing, Pricing, Selling and Advertising, and 
Promotion; and stressed the fact that there 
is a broad margin for development in this 
field. The study is illustrated by charts and 


is being used by the National Electrical 
Manufacturers Association in its general 
publicity work. 


E. I. du Pont de Nemours & Co., Inc. 


Two interesting consumer studies have 
recently been completed by the Cellophane 
Division of the du Pont Company. The first 
was intended to develop some data on the 
practice of selling pork sausage in unidenti- 
fied, unpackaged form. The study was made 
on a national scale, particularly in urban 
sections and developed a number of signifi- 
cant points. The second study concerned the 
attitude of the average consumer toward 
minor differentials of the price of variety 
breads, rolls and other baked goods. In the 
case of variety bread, such as rye, whole 
wheat, etc., nearly half of the housewives 
(48.9%) did not know or were uncertain 
about the exact price they paid for the last 
loaf of variety bread purchased by them. 
This significant data further confirms the 
fact that the majority of housewives are not 
as price conscious as they possibly are in 
purchasing white bread—usually a day to 
day demand item. A similar check-up on 
sweet dough items, coffee cake, cinnamon 
buns, etc. showed about the same result, ap- 
proximately 50% of the women interviewed 
were unaware or uncertain about the price 
paid for their last sweet dough purchase. 
Finally, in a third check-up, 55.5% of the 
women who had purchased rolls recently 
could not name the price paid. The findings 
in this survey were used to indicate to bakers 
that in buying these items, the majority of 
women were not as price conscious as was 
previously believed, and that, as a conse- 
quence, price cutting would not necessarily 
stimulate business to any appreciable extent. 


Outdoor Advertising, Incorporated 


A most elaborate study has recently been 
completed by this organization under the 
direction of John E. Brennan. It is a study 
of “Urban Markets and Retail Sales” and 
represents a new approach to market evalua- 
tion. This study presents retail sales figures 
drawn from the Census of Retail Distribu- 
tion of the U. S. Department of Commerce, 
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1935 edition, grouped according to “‘masses 
of people” rather than any particular politi- 
cal unit. It reduces the national field to 1901 
urban markets which, while occupying only 
2.6% of the nation’s land area, contains 65% 
of the nation’s population, 73% of all retail 
outlets and provides 86% of all retail sales. 
The report is replete with charts showing 
the location of 1901 urban markets, evalu- 
ated by symbols, and a number of other 
charts showing in detail various geographi- 
cal units. The new urban markets are based 
upon a study of townships rather than 
counties and has apparently entailed con- 
siderable and skillful adjustment of bounda- 
ries to bring the distribution of population 
and retail sales down to the township basis. 
The purpose of the study is to answer the 
demand for a more flexible and more practi- 
cal method of market appraisal as an aid to 
selective and profitable selling. One inter- 
esting feature of the maps presented is the 
fact that they are plotted against the high- 
way pattern of the state. For each of the 
1g01 markets there is a column of statistical 
information and in the back of the book will 
be found climatic maps, market ranking 
tables and other useful marketing informa- 
tion. As a basis for sales and advertising con- 
trol and for their better coordination, this 
study represents a most practical and 
thoroughgoing contribution. 


National Broadcasting Company, Inc. 


The National Broadcasting Company has 
just completed tabulations of a nationwide 
survey of the rural areas of remote reception, 
the purpose of which is to determine the 
actual number of “regular listeners” and the 
number of those who “listen most” to NBC 
and competing stations, among the rural and 
small town (under 25,000) radio families 
which depend entirely on remote reception. 
For the first time in the history of radio 
broadcasting, national advertisers and their 
agencies can now measure the rural circula- 
tion of the networks on a uniform nation- 
wide basis. Many startling facts were un- 
covered on remote coverage of stations, 
caused by ground and sky wave transmis- 
sion. It was found that some families listen 


regularly to six or more stations, while 
others tune exclusively to one. In short, a 
complete new set of listening habits is un- 
folded. For listening conditions in rural 
areas of remote reception are entirely differ- 
ent from those in urban areas served locally 
by the networks. Those city dwellers who 
are tempted to generalize from their own 
listening habits will probably be surprised to 
learn that less than half of the total U. S. 
radio homes enjoy egual local service from 
the three major networks, that the city 
dweller is accustomed to receive and take so 
much for granted. The outstanding differ- 
ence between urban listening in areas of 
three network local service and rural listen- 
ing in areas of remote service is that in the 
rural areas the transmission of the program 
frequently plays just as important a role as 
the program itself. Some of the highlights of 
the study are: Difference between day and 
night reception; only 1% less total families 
reported listening in day time compared to 
night, although the difference in individual 
states ran as high as 25%. “‘Listening Most” 
to non-network vs. network stations; at 
night only 13.5% of the total families report- 
ing, stated that they listened most to non- 
network stations, and in the day only 15%. 
“Listening Most” to clear channels vs. re- 
gional channels on all three major networks; 
at night 83.5% listen most to clear—16.5% 
to regional and local. The average for all 
three networks at night is 83.5% to clear, 
but varies from 88% to 80% for individual 
networks. In day 63.0% listen most to clear 
—37.5% to regional and local. The average 
for all three networks at daytime is 63% to 
clear, but varies from 85% to 50% for in- 
dividual networks. 


Macfadden Publications, Inc. 
The Division of Marketing Research of 


this organization, under the direction of 
Everett R. Smith, has just completed two 
simplified analyses of the Survey of Con- 
sumer Purchases and of the National Re- 
sources Committee report which have been 
adapted for use of advertisers and agencies. 
The first booklet presents, with charts, an 
analysis of family incomes and expenditures 
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considered as to six major factors: (1) Dis- 
tribution of families by income groups. (2) 
Dollars of income received by families in 
each group. (3) Total expenditures of fam- 
ilies at each income level. (4) ““Net Expendi- 
tures” of families in each group. (5) Dollars 
spent for food by each family income classi- 
fication. (6) Distribution of national maga- 
zines and groups of magazines by income 
groups. 

The second booklet contains further di- 
gests of the data now available presented in 
a form readily usable as a practical market- 
ing tool and so arranged as to be comparable 
with other information customarily used in 
advertising circles. In addition to general 
analyses, this booklet presents specific charts 
and data on distribution of expenditures for 
household furnishings and equipment, for 
personal care and for tobacco. The data in 
both booklets being broken down by the 
five customary income groupings as well as 
the 17 groups used by the Department of 
Labor and as compared with magazine cir- 
culations. For ready reference and clear 
understanding, these booklets represent val- 
uable contributions. 

The Macfadden Publications have also 
compiled a list of the ‘Three-Dimension 
Markets” in the United States. These lists 
of markets are set up in five grades, there 
being 120 cities in the first grade—embracing 
combined concentration of half the families 
in the United States, each city having retail 
sales of over 25 million dollars and a trading 
center of over 50 thousand population. The 
second grade contains 117 cities representing 
7.2% of the family concentration—each 
having retail sales of over 25 million dollars 
and a trading center of over 50,000 popula- 
tion. The third grade contains 163 cities 
embracing 7.1% of other families—each city 
having retail sales of over 10 million dollars 
with a trading center of less than 25 thou- 
sand population and with 25% or more of 
the sales in the trading center. The fourth 
grade embraces 274 cities representing 6.7% 
of the U. S. families—each city having retail 
sales between 5 and 10 million dollars with 
50% or more of the sales in the trading 
center. The fifth grade markets comprise 174 


cities representing 5.4% of the U. S. families 
—each city with retail sales of over § million 
dollars but not listed elsewhere. This is just 
a list, but it is so arranged as to give sales 
and advertising managers a new slant on the 
distribution of effort and results in the 
several grades of cities. 


Dun & Bradstreet, Inc. 


Several interesting and informative stud- 
ies have been recently concluded by this 
prominent and active organization, as indi- 
cated by the following: 

Mid-year Inventory Survey—This survey 
brings up to date, as of June 30, the inven- 
tory position of manufacturers, wholesalers 
and retailers, supplementing the “Survey of 
Business Trends—1935 to 1937,” published 
earlier in the year. New estimates of stocks 
held by manufacturers and distributors are 
presented, showing changes which have oc- 
curred during the first half of 1938. Detailed 
information is given as to trends of inventory 
by kind of trade or industry and by size of 
concern. In addition, this survey affords an 
opportunity to compare the inventory be- 
havior of a selected group of commodities 
from 1935 through 1938. The results were 
published in the October issue of Dun’s 
Review. 

Business Trend and Tax Burden Survey— 
Plans have been formulated and work is 
moving forward on an up-to-date survey of 
sales and inventory trends similar to the 
“1938 Survey of Business Trends” and the 
“Mid-year Inventory Survey” published 
earlier this year in Dun’s Review. Question- 
naires will be mailed out about the first of 
January to over 2 million business concerns 
listed in the Dun & Bradstreet Reference 
Book, asking for sales and inventory figures 
for 1937 and 1938. In addition, an effort will 
be made to measure the tax burden on in- 
dustry. The total tax burden of the country, 
including Federal, State and Local taxes, is 
already available or can easily be deter- 
mined. However, the actual tax burden on 
trade and industry is practically unknown. 
It is generally known that taxes have grown 
heavier in recent years, but no one knows 
how much of this added weight the business 
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man must carry. This is the first attempt by 
a research organization to uncover the facts 
bearing on this vital problem and its results 
should be immensely important. It is hoped 
that information will also be available to 
answer the following questions: (a) Do taxes 
bear most heavily on small, medium or large 
enterprises? (b) Which industries carry the 
heaviest burden? (c) How much tax is 
Federal, how much is State, and how much 
is Local? The sales and inventory estimates 
are expected to be available sometime in 
March or April, 1939, the tax story shortly 
thereafter. 

Surveys of Wholesalers’ Operating Costs 
—Three surveys analyzing the operating and 
merchandising experience for 1937 of Paint 
and Varnish Wholesalers, Dry Goods Whole- 
salers, and Automotive and Equipment 
Wholesalers, which were discussed in the 
July issue of the youRNAL, have been com- 
pleted and are ready for distribution. The 
tabulations presented are almost identical 
in character to those appearing in last year’s 
surveys. This affords members of these 
trades an opportunity to make a two-year 
comparison of sample concerns grouped ac- 
cording to profit status, size, major type of 
merchandise handled, clientele served and 
other significant characteristics. In addition, 
these surveys serve as measuring sticks by 
which the individual wholesaler can judge 
the progress and prosperity of his business 
in relation to the averages for similar enter- 


prises and point out those phases of his 
business which he believes can be improved. 
The general characteristics of the trades, 
their typical operating ratios together with 
their trends from 1936 to 1937 are also pre- 
sented for the convenience of suppliers and 
other interested business observers. 

Natural Business Year Bulletins—The 
series of bulletins on seasonal fluctuations 
and suggested fiscal closing dates for various 
industries and trades—compiled in coopera- 
tion with the Natural Business Year Council 
of the American Institute of Accountants— 
are being released as completed. Natural 
Business Year Bulletins already issued per- 
tain to fur coat manufacturing, radio manu- 
facturing, department store retailing, shoe 
manufacturing, flour milling and women’s 
trimmed hat manufacturing. These releases 
have been found helpful among banks, in- 
surance and transportation companies as 
well as by members of the particular in- 
dustries. They deal with the seasonal peaks 
of inventories, shipments, production, re- 
ceivables and current liabilities, which are 
related to the problems of financing, ware- 
housing and transporting goods during the 
peak and slack seasons as well as to the 
writing of insurance policies and the filing 
of alleged fire damage claims. Plans have 
been made to issue, in the near future, bulle- 
tins on jewelry retailing, dry goods whole- 
saling and cottonseed oil producing and 
refining. 
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A.—Book ReEvIEws 


MarketincG, by Charles F. Phillips. Cam- 
bridge: Houghton Mifflin Company, 1938, 
pp. 781, $3.75. 

Mr. Phillips’ volume is probably the most 
scholarly of the texts on marketing. It is 
carefully planned and logically developed. 
Except at one or two conspicuous points, the 
edges of its several parts do not possess the 
“fuzziness” which is characteristic of many 
of the books on this subject. The discussions 
of controversial subjects are well-balanced 
and evidence the expenditure of great care 
and the exercise of excellent judgment in 
their preparation. The wealth of detailed 
illustrative material included in the text and 
the completeness of the supporting footnotes 
indicate that the author was most assiduous 
in consulting, exact in reporting, and nice in 
evaluating the numerous detailed studies 
which have been made in the field. 

Mr. Phillips writes well. The composition 
of his manuscript gives evidence of the ex- 
penditure of a monumental amount of time 
and effort in the work of revising and polish- 
ing. His statements are unusually clear-cut 
and are characterized by a greater degree of 
exactness and scholarly precision than is 
usually found in the writings on this subject. 
The publishers did an excellent job in the 
selection of type, the spacing, and the head- 
lining so that the average page of the book 
is more than ordinarily interesting to the eye. 

Mr. Phillips’ discussion of retailing is the 
most complete and well articulated available 
in any of the general texts on marketing. The 
same may be said of his treatment of the 
buying problems of the consumer. Although 
ostensibly he devotes only one chapter to 


the latter subject, much of the material in- 
cluded in two others, ““Non-Price Competi- 
tion in Marketing” and “Government Con- 
trol of Marketing” deals with the problems 
of the consumer. As might be expected in a 
book characterized by such thorough schol- 
arship, the bibliography is unusually com- 
plete. 

Unfortunately, in the first part of his 
book, the author relies on the commodity 
approach in organizing his presentation. The 
four great divisions of the volume are Part I, 
Introduction; Part II, Marketing of Busi- 
ness Goods; Part Tif, Marketing of Con- 
sumers’ Goods; and Part IV, Marketing 
Problems. The discussion of the marketing 
of farm products is thus broken up into two 
widely separated parts; one dealing with 
those used as raw materials and the other, 
with agricultural consumers’ goods. The 
logical inconsistency of this procedure be- 
comes apparent when the author finds it 
necessary to discuss the cooperative distri- 
bution of such farm products as citrus fruits, 
butter, eggs, nuts and raw milk, under the 
general heading of the marketing of agri- 
cultural raw materials. 

Mr. Phillips also undertook to describe 
briefly the marketing of several specific com- 
modities, such as cotton, wheat, iron ore, 
and petroleum, belonging to the category of 
business goods. Each of these discussions 
must of necessity be so brief that it falls far 
short of giving a true, accurate, and com- 
plete picture of the process with which it 
deals. As a further result of the general 
method of organization outlined above and 
of the refinement of it just described, the 
book contains no complete, well-integrated 
treatment of the several types of agent 
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middlemen. Each of them is discussed briefly 
at several points but, in order to acquire a 
satisfactory understanding of their activities, 
the student must gather fragments of in- 
formation from several parts of the volume. 

The discussion of the direct-to-retailer 
selling activities of the manufacturer leaves 
something to be desired. It lacks the clarity 
of organization and completeness of detail 
which characterizes most of the rest of the 
book. The scant treatment of selling, sales 
organization, and advertising is entirely 
from the social rather than the managerial 
viewpoint. The instructor who wishes to 
include in his course assignments on the 
problems to be met and the methods to be 
used in organizing and managing a sales 
force or in conducting the advertising work 
of a firm will not find them in this text. He 
will discover in it a good discussion of the 
social and economic aspects of these activi- 
ties. The marketing teacher who wishes to 
convey to his students some impression of 
the business uses of marketing research and 
of the tools and techniques with which it is 
carried on will not find the necessary back- 
ground material in this volume. 

The section dealing with prices and pricing 
policy is perhaps overbalanced with too 
much discussion of the traditional economic 
theory of pure competition. Since conditions 
of pure competition rarely, if ever, exist and 
since very minor modifications of these con- 
ditions so violently disturb the functioning 
of the traditional price fixing mechanism, it 
seems hardly necessary to spend ten pages 
discussing it even though “we have a large 
number of situations in which a fairly close 
approximation” to pure competition does 
exist. Nor does it seem necessary to spend 
fourteen pages in considering the basing 
point system of quoting prices the use of 
which is confined to relatively few industries. 

In spite of these defects, Mr. Phillips’ 
book is one of the best texts now available 
for beginning courses in marketing in col- 
legiate schools of business. The soundness of 
most of its organization, its balance, the care 
and precision with which it is written, and 
its wealth of illustration make it so. The fact 
that, in the last section of the book, the 


treatment of prices and pricing, non-price 
competition, the problems of the consumer, 
and the government control of marketing is 
dominated by the social viewpoint and is 
closely tied in with traditional economic 
theory makes it especially well adapted for 
use in marketing courses offered in liberal 
arts colleges. The excellence of Mr. Phillips’ 
scholarship as evidenced in the wealth of his 
illustrative material, the profusion and apt- 
ness of his footnotes, and the completeness 
of his bibliography makes the book a valu- 
able addition to the library of every person 
who is interested in marketing in a pro- 
fessional or managerial capacity. 

R. S. ALEXANDER 

Columbia University 


INTERNATIONAL TRADE AND FINANCE, by 
J. P. Young. New York: The Ronald 
Press Co., 1938, pp. xviii, §26, $4.00. 


This book consists of thirty-one chapters 
which deal with a great variety of subjects 
and some of the subjects appear in many 
different places. The organization confused 
the reviewer. In the preface (p. vi) and on 
page 128, for example, we are informed that 
“Great Britain left gold largely because of 
conditions on the continent.” These condi- 
tions are described in Chapter 26, “Inter- 
national Finance, 1929-38.” In Chapter 
“Gold and Price Level Relationships,” de- 
pressed domestic conditions and discount 
policy in Great Britain are mentioned as 
factors in the British suspension of the gold 
standard in 1931 (p. 149). In a brief footnote 
(p. 251, Chapter 16, “Movement of Capi- 
tal”), we read that “while the collapse of the 
pound was due immediately to large capital 
withdrawals, more fundamental causes had 
to do with the price level and the currency 
and credit policy of Great Britain, as dis- 
cussed elsewhere.” The reviewer failed to 
find a unified analysis elsewhere. 

The first four chapters contain a history 
and description of international trade. In the 
following thirteen chapters comparative ad- 
vantage, balance of international payments, 
foreign exchange, international monetary 
standards, and capital movements are dis- 
cussed, but the scattered attempts to ana- 
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lyze fundamental international trade and 
finance problems are lost in a maze of his- 
torical and descriptive material. The next 
six chapters deal with international trade 
and tariff policies. The last eight chapters 
seem to dangle. Reparation and war debts 
(Chapter 24) are separated from the brief 
discussion of the transfer problem (pp. 
263-265). In Chapters 25, 26, 27, 30, and 31 
(“International Finance Since 1918, Silver, 
Trade and Finance of Great Britain and 
France”) the historical and descriptive 
material duplicate much of the material in 
the thirteen chapters mentioned above. 
Chapters 28 and 29 refer respectively to 
“Ocean Shipping and Trade Routes” and 
“The American Merchant Marine.” 

Although chapter bibliographies are in- 
cluded at the end of the book, the reviewer 
is somewhat puzzled to find no reference for 
the works of Ohlin and Haberler to Chapter 
5 on the law of comparative advantage. 
Comparative advantage is said to be meas- 
ured by monetary costs and not real costs. 
Ohlin and Haberler have contributed sub- 
stantially to the analysis of money vs. real 
costs in international trade theory. Smith, 
Ricardo, and Mill who are credited with the 
development of international trade theory 
(pp. 86-87) used the real cost analysis. Pro- 
fessor Young has not improved Ohlin’s analy- 
sis of the relative scarcity of the factors of 
production in different countries and regions 
and the relationship to the money costs of 
production. 

Cuiirrorp L. JAMEs 
Ohio State University 


ConsuMER Crepit AND Its Uses, by the 
Consumer Credit Institute of America. 
New York: Prentice-Hall, Inc., 1938, pp. 
x, 264, $2.75. 

This interesting little volume is a syn- 
thesis of papers prepared by seven members 
of the Advisory Committee of the Consumer 
Credit Institute of America, Inc., the syn- 
thesizing and editing being done by Charles 
O. Hardy. It was intended, according to the 
preface, to provide “an impartial and ob- 
jective study of the entire subject, which 
could be used as a college text ...a com- 


prehensive discussion of the development, 
principles, practices, and effects of con- 
sumer-credit institutions in the United 
States.” 

Unfortunately these worthy objectives are 
not attained. For we have here not a college 
text on consumer credit, but a book which 
should be correctly entitled “Consumer 
Lending Agencies with Special Reference to 
Personal Finance Companies.” Either some 
such title should have been selected or the 
volume expanded to treat retail open ac- 
count and installment credit more nearly in 
proportion to their relative importance as 
compared with consumer lending. Also the 
rather general tendency throughout to use 
“consumer credit” and “consumer credit 
agency” in the restricted sense of consumer 
loan and consumer lending agency should 
have been corrected. 

Chapter 1, on “Evolution of the Concept,” 
is concerned with differentiating producer 
and consumer credit, the function of con- 
sumer credit (in which the theory of open 
account credit is ignored), the historical de- 
velopment (not of consumer credit but of 
usury and interest) and the statement of 
scope. 

Five of the six chapters in Part I, “Con- 
sumer Credit Institutions,” are devoted to 
lending agencies. The other chapter, entitled 
“Retail Credit,” allots a couple of pages to 
open account credit, five pages to installment 
selling and financing, two pages to credit 
bureaus, and several pages to sales finance 
companies. 

Part II, “Services and Costs,” compre- 
hends two chapters which are confined to the 
services and costs of consumer lending 
agencies, the personal finance company type 
being mainly featured. 

The final section is addressed to the ‘‘So- 
cial Aspects” which are considered in four 
chapters on “Changing Social Conditions,” 
“Social Significance of Consumer Credit,” 
“Economic Significance of Consumer 
Credit,” and “Regulation” —in all of which 
consumer credit is, with but rare exceptions, 
considered as consumer lending. 

Only six pages of the 68 page appendix 
relate to retail open account and installment 
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credit, the rest presenting consumer lending 
or financing data. One of the few tables on 
retail credit in this appendix (p. 187) 
assigned to the primary source but un- 
doubtedly was taken from a_ secondary 
source, probably the address of Wilford L. 
White (available from the Bureau of Foreign 
and Domestic Commerce) in which was pre- 
sented a table on credit office expense de- 
rived from the original itemized table (cover- 
ing cost of extending credit in a women’s 
specialty shop) by omitting the items of 
losses on bad debts and interest on out- 
standings. One wonders why at least one of 
the authors of the several well-known college 
textbooks on credits and collections was not 
included in the membership of the Consumer 
Credit Institute’s advisory committee which 
prepared this volume. 

For a convenient source of information on 
consumer lending agencies, and especially 
the personal finance company type, the book 
should prove useful. Here, however, the idea 
of replacing the prevailing legal requirement 
of stating the rate of charge on small loans 
as a flat monthly percentage of the unpaid 
balance by statement on a discount, or dis- 
count plus service charge, basis (which ap- 
parently is favored in the text, pp. 28-30, 
166) will probably commend itself to but 
few social workers and other students of the 
problem. 

CriypeE WILLIAM PHELPs 
University of Chattanooga 


BErore You SIGN THE ADVERTISING CHECK, 
by Mark Wiseman. New York: Harper & 
Brothers, 1938, pp. 115, $2.50. 


In accordance with a recognized headline 
function—that of selecting its audience, the 
title of this book clearly earmarks it as one 
written primarily to help the ‘‘advertiser” 
rather than the “‘advertising man.” And al- 
though the point of view taken by the author 
throughout the book is distinctly that of the 
business executive who has the task of ap- 
proving the advertisements and signing the 
advertising checks, nevertheless the treat- 
ment of the subject is such that the student 


of advertising and the professional advertis- 
ing man should find this book of real interest 
and practical value. 

The clear-cut, non-technical manner in 
which Mark Wiseman analyzes, one by one, 
the essential elements, or as he aptly terms 
them, the engineering aspects of a successful 
advertisement, provides the advertiser with 
a practical measuring stick for judging the 
soundness of the measurable qualities of an 
advertisement. Such an analysis should 
enable the business executive to conscien- 
tiously approve or reject, rather than merely 
release advertising designed to sell his 
merchandise. 

The author is not presumptuous. He 
recognizes the fact that an advertisement in- 
cludes many creative elements which cannot 
be measured, and that only the actual re- 
sults obtained from an advertisement after 
the many variables have been eliminated, 
will prove its value. He believes, however, 
that every advertisement has, in addition to 
its creative elements, a number of engineer- 
ing aspects or sales factors which can be 
isolated, checked against approved adver- 
tising standards and judged as to their 
soundness. 

Mr. Wiseman literally dissects an adver- 
tisement piece by piece and groups these 
pieces or elements under two headings—the 
visual factors including the headline, the 
illustration, and the text or copy; and the 
hidden factors including the sales idea, the 
emotional appeal, the sales argument, the 
advertising vehicle, the objective, and the 
means of expression. A chapter 1 is devoted to 
each of these elements pointing out the 
effective and ineffective ways in which each 
may be used. 

Although there may be some lack of com- 
plete agreement among advertising men on 
certain ideas expressed in the book, there is 
little doubt but that any advertisement care- 
fully checked against this measuring stick 
and corrected in accordance with the find- 
ings, will work hard to sell the advertised 
merchandise. 

F. Santry REED 
Tulane University 
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THE THEORY AND MEASUREMENT OF DeE- 
MAND, by Henry Schultz. Chicago: The 
University of Chicago Press, 1938, pp. 
817, $7.50. 

This is a very important book on a sub- 
ject which is basic to many problems of 
marketing. The science of marketing must 
be built on an understanding of the prin- 
ciples of demand and the principles of cost. 
We have long needed a book which reviews 
the whole subject of demand both from the 
point of view of pure theory and from the 
point of view of statistical measurement. 
Schultz’s book goes a long way toward meet- 
ing this need, and I urge marketing men to 
study it thoroughly. 

Briefly, 1 would summarize the book as 
follows: (1) It includes an excellent and 
much needed review of demand theory and 
of methods of statistical price analysis; (2) 
it uses some of these statistical methods to 
derive quantity-price curves for several farm 
products; and (3) it makes a few very general 
remarks about the bearing of the statistical 
conclusions on the problem of acreage ad- 
justment without any attempt at an ap- 
praisal of the present policies of agricultural 
production and marketing. 

Concerning the last point, I should hasten 
to add that it is unreasonable to expect one 
book to cover all subjects related to demand 
theory, statistical measurement of price re- 
lationships, and the application of the find- 
ings to practical problems. Professor Schultz 
does not claim to have made an exhaustive 
study of policies of production and market- 
ing. | believe he would agree that the state- 
ment on the jacket of the book that “Mr. 
Schultz . . . uses the findings to appraise the 
American New Deal agricultural policy” is 
an overstatement. Practically the only parts 
of the book which deal with agricultural 
policies are a few paragraphs which show 
that there are statistical indications of a 
downward trend in the per capita domestic 
demand for certain farm crops, and that if 
these indications are correct any farm relief 
plan based on reducing the production of 
these crops will be difficult and expensive 
(although perhaps all the more necessary). 


Now, without minimizing in any way the 
importance of this conclusion it is obvious 
enough that it does little to appraise the 
agricultural policies of the A.A.A., the 
S.C.S., the F.S.A., the F.C.A. and the other 
agricultural “‘action agencies.”’ Neither does 
it discuss practical questions of marketing 
policy, such as principles of advertising, sales 
quotas, control of speculation, price main- 
tenance, grades and standards, and so on. 
These remarks are made not to disparage 
Professor Schultz’s book, but to warn the 
marketing man at the start what not to 
expect from it. The engineer needs a good 
book on mathematics, but he must not ex- 
pect it to tell him how to build bridges, 
radios, and roller coasters. Schultz’s book 
will not tell the marketing man what policies 
are most profitable, but it will give him an 
understanding of how to get at his problems 
in a scientific way. 

In my opinion the best parts of the book 
are those dealing with the pure theory of 
demand, and with statistical methods of 
analyzing prices together with a compre- 
hensive bibliography on these subjects. 
Some knowledge of mathematics—particu- 
larly of the differential calculus—is needed 
to follow Schultz’s discussion of these mat- 
ters, and this may scare some marketing 
men whose mathematical education has been 
neglected or needs to be brought out of the 
moth balls. It would pay many of us to take 
a good course in mathematics just to help 
us understand this book and the technical 
papers in the field of demand. 

By the use of mathematics Schultz shows 
clearly and in detail how (under competitive 
conditions) the price of a commodity must 
be related to basic utility, to the supply of 
that commodity and related commodities 
offered for sale, and to the incomes of con- 
sumers. The chapter emphasizes the relation 
of demand to the utility or satisfaction the 
consumer expects from various combinations 
of commodities and services. The same idea 
is explored further and tested statistically in 
the last three chapters of the book. Although 
there will doubtless be arguments among 
theorists on many of the technical details, 
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I believe Professor Schultz has given a well 
balanced discussion of static demand theory. 
I am not so well satisfied with his short 
discussion of dynamic demand theory, which 
seems to be limited entirely to trends meas- 
uring the rates of shift in demand curves. 
A demand function may be dynamic not 
only because it is rising or falling, but be- 
cause today’s prices may be influenced by 
many conditions which existed yesterday, 
last month, or a few years ago. One common 
belief among marketing men is that price 
stability increases demand; that is, that if 
prices are allowed to drop it is difficult to 
raise them again even though the supply is 
moderate and consumers have adequate in- 
comes. In other words, they believe today’s 
price of apples is affected by last month’s 
price—or even last year’s price—of apples. 
This is a truly dynamic theory and one 
which needs to be tested. Many similar dy- 
namic problems remain to be explored. 

Most readers will find the discussion of 
statistical procedures especially interesting 
and useful. In this country we have paid too 
little attention to the methods of analysis 
developed by Pigou, Marschak, Roy, Frisch, 
and others. Most of us have used the meth- 
ods developed by Professor Henry L. Moore. 
Useful as those methods are, there are other 
approaches to the problem which can be 
used to advantage. It is unfortunate that 
Professor Schultz was unable to follow his 
excellent discussion of these methods by 
applying them to specific problems and by 
comparing the results with those he obtained 
by the time series methods developed largely 
by Professor Moore. Studies of family 
budgets and expenditures are likely to have 
a very important place in demand research 
and need to be correlated with time series 
studies to give us a real understanding of 
demand. 

The chapters on the demand for related 
commodities review the pioneering work 
Professor Schultz has done in this important 
and difficult field. Regardless of whether it 
is possible or necessary to test by the Pareto 
definition whether a pair of commodities are 
substitutes, complements, or independent, 
there is a decided need for much more sta- 


tistical information on the interrelationships 
between the demands for different commodi- 
ties. The marketing man wants to know how 
much a tax on margarine is likely to affect 
the demand for butter and for lard; and to 
what extent a reduction in the pack of 
canned peaches may result in increased con- 
sumption of canned pears. Professor Schultz 
has made a notable contribution toward the 
study of problems of this kind. 

In the chapters dealing with specific com- 
modities it seems to me that too much re- 
liance is placed on the mechanical compu- 
tation of parameters, and especially on co- 
efficients of correlation. This can be illus- 
trated perhaps by paragraph number 5 
beginning at the bottom of page 586. This 
states that, although the elasticities of de- 
mand as measured by three formulas are 
approximately equal in Most cases, the so- 
called ‘ ‘time-regression” method is better 
than either the “trend ratio” or the “link 
relative” method because it gives higher 
(adjusted) correlation coefficients. Actually 
the only difference between the first two of 
these three methods is that the first uses 
absolute deviations from trend while the 
second uses percentage deviations. The two 
methods can be considered as practically 
identical and the larger correlation coefh- 
cients associated with the time-regression 
method mean only that there were trends 
both in consumption and in prices. Multiple 
correlation coefficients alone, even when ad- 
justed, are a poor criterion, in my opinion, 
for determining which analysis is most nearly 
correct. Probably a better criterion would 
be the simple correlations between actual 
and estimated prices or actual and estimated 
consumption, but many other things ought 
to be considered also. 

There are several technical problems of 
analysis on which there is room for disagree- 
ment. One of these is the choice of the de- 
pendent variable which Professor Schultz 
attempts to decide by considering the rela- 
tive errors in the price and consumption 
data. Most statistical textbooks suggest 
making the choice on the basis of logical con- 
siderations of cause and effect. Neither 
seems right to me. There is a definite mean- 
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ing to each of the elementary regression 
equations and each may serve a useful pur- 
pose. Without some purpose to demand 
analysis it is impossible to choose which re- 
gression equation to use. If our purpose in 
a particular case should be to forecast the 
expected (or average) price associated with 
various sizes of crop the usual type of re- 
gression with price as the dependent variable 
gives us the answer without any considera- 
tion either of errors in the data or of cause 
and effect. 

There are doubtless many other technical 
matters on which there is room for more dis- 
cussion and many aspects of demand which 
are hardly touched in this book. Yet, it is 
the most thorough and complete book in its 
field and one which merits careful study by 
marketing men as well as by general econo- 
mists and statisticians. 

Freperick V. WAuUGH 
Bureau of Agricultural Economics 
U. S. Department of Agriculture 


IncoME AND Consumption, by R. S. Vaile 
and H. G. Canoyer. New York: Henry 
Holt, 1938, pp. 394, $2.25. 


Something helpful can always be gotten 
by returning, now and then, from our pre- 
occupation with advanced studies of limited 
sectors, or with the formulation of projective 
speculations, in a field, to a review of the 
first principles or elements of a subject. To 
do so in the field of consumption has been 
made more worth while with the advent of 
Vaile and Canoyer’s [ncome and Consump- 
tion. 

It is ‘‘an introductory survey of the exist- 
ing economic order and what it does for each 
of us as seen by people as consumers... 
written particularly for those who have an 
alert curiosity about political-economic- 
social questions, but who have not yet had 
opportunity to examine broadly the relation- 
ships in these fields.”” And therein lies the 
book’s chief claim to distinction: the ad- 
mirable integration of the study of the ele- 
ments of consumption with the economic 
organism as a whole and its political and 
social environment. You can obtain a more 
detailed discussion of the psychology of 


consumer’s choices from Wyand, a more ex- 
haustive array of statistics from Leven’s 
studies at the Brookings Institution, or a 
more comprehensive guide to consumer- 
buying strategy from Waite, but, to the re- 
viewer's knowledge, no volume shows so 
well the vital relations of consumption to 
the whole pattern of economics and, at the 
same time, remains on an elementary level. 

The first section of the book discusses 
“The Existing Economic Order,” the essen- 
tial features, some basic economic concepts, 
and how risk affects consumers. We are told 
that the principal tasks with which any sys- 
tem of political economy must be concerned 
are (1) rationing of limited supplies, (2) de- 
termination of what shall be produced, (3) 
determination of occupations, and (4) deter- 
mination of the rate of capital accumulation. 
These are of direct concern to the individual 
because they affect both the total group and 
the individual’s income. Say the authors, 
“Perhaps it will be helpful if we think of 
net intake or receipts available for consumption 
as income in the sense of purchasing power, 
and of actual consumption as realized income.” 
With income and other basic concepts de- 
fined, the authors proceed to show how risk 
affects consumers. 

The second part of the book is devoted to 
“Present-Day Consumption.” There are 
chapters on the nation’s capacity to con- 
sume, factors that influence the individual’s 
capacity to consume, standards of living, 
and planes of living. In this section, which 
is the largest, the selection of the statistical 
evidence is excellent and the interpretation 
of it holds the reader’s interest even though 
he may have met with most of the factual 
data in other sources. 

In the concluding section the authors 
examine “The Chances for Improvement” 
of income and consumption. Cautioning us 
to bear constantly in mind the difference 
between an increase in production measured 
in terms of goods and services and such an 
increase measured in terms of purchasing 
power of certain groups, the authors point 
out the possibilities that the development 
of new industries, more efficient manage- 
ment practices, and technological improve- 
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ments hold for the enlargement of real in- 
come. Furthermore, if real income is to be 
maximized we must give a free hand to geo- 
graphical and personal specialization based 
upon the principle of comparative advan- 
tage. Following the chapter on specialization 
is one on the more intelligent use of income, 
and another, the final chapter, on the ra- 
tionale of consumers’ choices and how such 
choices may be carried out. The subject- 
matter of this section is made up of many 
controversial issues and numerous matters 
upon which our knowledge is none too exact. 
The authors attempt to present all sides of 
such issues, and, where our knowledge is un- 
certain, their statements are thoroughly 
qualified with remarkable proliferations of 
“if’s” and “perhaps’s.” 

Taken as a whole, it is an excellent little 
volume—well-balanced, succinct, clear, and 
thoroughly interesting. If you have not yet 
begun a systematic study of consumption, 
by all means start with this book. Three 
appendices, totalling 37 pages, present a fine 
general bibliography, a list of sources for 
suggestions for consumers’ study courses, 
an outline of the field of consumption with 
two Consumer-Education Course outlines, 
and some supplementary material on in- 
dustrial accidents, installment credit, and 
clothing budgets. 

Ravpu F. Breyer 
University of Pennsylvania 


ARGENTINE MEAT AND THE BritisH Mar- 
KET, by S. G. Hanson. Stanford University 
Press, 1938, pp. 294, $3.50. 


First, it is necessary to place this book in 
its proper category. It is economic history, 
not of a place or of a people, but of a com- 
mercial relationship between two countries, 
Argentina and England. In order that this 
relationship may be treated adequately, 
however, other countries necessarily enter 
into the picture—Australia, Uruguay, and 
Brazil as competitors to Argentina in the 
meat trade, and the United States, first asa 
competitor and later as a furnisher of capital 
and managerial ability to Argentina, through 
the migration of the large packing com- 
panies. As the history of a commercial rela- 
tionship necessarily deals with the supply of 


products, markets, the activity of competi- 
tive areas, business organizations, and even 
the influence of one or more governments, 
the reader secures a fairly adequate picture 
of the growth of pastoral industries in Ar- 
gentina, Australia, Uruguay, and Brazil; the 
growth and changing characteristics of de- 
mand in the British market; competitive 
practices in the trade; the degree to which 
various concerns have participated in the 
trade from both a volume and a profit angle; 
and, in addition, an account of how the trade 
has been supervised and regulated by the 
Argentine and British governments. The 
manner and extent of regulation by the 
Argentine government takes on particular 
significance in this instance as the packing 
concerns which engage in the trade are 
largely American and British owned, and 
thus the government’s attitude toward for- 
eign investment is, at least in part, disclosed. 

Much of the first part of the book is con- 
cerned with the development of refrigeration 
and the early attempts to use it in the over- 
seas shipment of meat. By 1880, however, 
problems connected with refrigeration were 
largely solved and an active promotional 
period followed. This was climaxed by the 
heavy demand and satisfactory profits 
achieved during the Boer War. Soon after- 
ward, the industry entered a new phase 
through the entrance of the North American 
packers. Swift and Company purchased a 
plant at La Plata in 1907; Armour and Com- 
pany soon followed; and an active competi- 
tive struggle was quickly under way between 
the North American, British, and Argentine 
interests. This struggle has never ceased but 
it was particularly active between 1907 and 
1914. The North American companies 
emerged with control of between 50 and 60% 
of the trade. This allowed them to partici- 
pate heavily in the exceedingly active trade 
and high profits of the war years. Inevitably, 
a collapse followed the war boom, livestock 
producers suffered, action was demanded by 
the government, and regulation of the in- 
dustry came to the fore. By 1924, a number 
of control laws had been enacted, but some 
of their provisions were not enforced and 
others were found to be unworkable. 

The years 1925-27 were noteworthy be- 
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cause of intense competition. This was 
brought about by suspension of agreements 
between the packers. Such agreements, de- 
signed to apportion shipments among the 
companies and thus prevent shortages and 
gluts on the English market, have always 
characterized the trade. When new plants 
were opened or for some other reason de- 
mands for additional participation in the 
trade were made by some company, agree- 
ment was difficult and, at times, impossible. 
Then a period of cut-throat competition 
would follow and, with it, irregularity of 
supply on the British market. 

Dr. Hanson has been particularly effective 
in his analysis of the need for agreements 
among the packers, and of their effect upon 
the interests of all parties concerned. In fact, 
the study, as a whole, through the year 1927, 
has been carefully made and is reasonably 
comprehensive. But he presumes to cover 
the period since that time, one which is not 
devoid of interesting and significant de- 
velopments, in some fifteen pages. At least 
to this reviewer, the attention accorded the 
period from 1927 to the present time is in- 
sufficient and the treatment of certain events 
is inadequate. Furthermore, the author has 
frequently failed to note the source of data 
presented both in the discussion proper and 
in tables. Despite these critical comments, 
this work conveys a great deal of information 
to the student of international commercial 
relationships and was amply worth the 
doing. 

D. M. PHEetps 
University of Michigan 


How to Buitp THE Rapio AupIENCE, by 
Douglas Duff Connah. New York: Harper 
& Brothers, 1938, pp. 271, $3.00. 


Advertisers are always interested in the 
circulation factor in advertising. For a given 
message, radio circulation consists of two 
major items: (1) the number of radio homes 
and (2) the number of radio sets tuned to 
the particular stations carrying the message. 
The first item limits the total potential cir- 
culation and the advertiser has little in- 
fluence over this factor. However, the ad- 
vertiser does have many opportunities to 
influence the second factor. 


Mr. Connah’s book is designed to make 
radio advertisers conscious of the oppor- 
tunities to increase their listening audience 
and to present specific methods for obtaining 
this increased audience. The book is divided 
into two parts in harmony with the above 
aims. Part one is labeled ‘Public Relations 
Factors in Commerical Broadcasting.” In 
this part of the book the author places major 
emphasis on the value of audience-building 
and the characteristics of people which make 
it possible to attract them from one program 
to another or from non-radio listening to an 
active listener. 

Part two is devoted to a detailed consider- 
ation of ““Audience-Building Tools and Their 
Uses.” Four tools are considered, namely: 
(1) Advertising, (2) Publicity, (3) Exploita- 
tion, and (4) Merchandising—Promotion. 
In his discussion of these tools the author 
emphasizes that they will be valuable aids 
in promoting a good program. An analogy is 
drawn between promoting a radio program 
and promoting a product. In each case 
greater success is attained if the object of 
promotion actually possesses want-satisfying 
qualities. The latter, however, is not suff- 
cient to gain maximum customers or a maxi- 
mum audience. People must be made con- 
scious of the presence of such goods or the 
existence of such a program. Thus the im- 
portance of program-building is not ignored, 
but rather considered as only one phase of 
a complete campaign. 

A great many examples are given to illus- 
trate the use made of the four audience- 
building tools by advertisers. One gathers 
the impression that nothing has escaped the 
attention of the author. Eighty-eight spe- 
cific advertisements used to advertise radio 
programs or personalities are reproduced in 
the volume. 

In harmony with the current popularity 
of check lists, the author has included in an 
appendix a Program Promotion Check List. 
Included also are two Sample Publicity 
Campaigns. 

Use of the book might have been made 
somewhat easier if its major sections had 
been summarized. The style, however, is 
easy and the story presented in an interest- 
ing manner. Mr. Connah is to be congratu- 
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lated in presenting this pioneer work in an 
important field and its use should improve 
the work of those engaged in the problem of 
promoting a radio program. 
- C.H. Sanpace 
Miami University, Oxford, Ohio 


THe CHanoinG Revative ImMportTANCE OF 
THE CenTRAL Livestock Market, by 
Edward A. Duddy and David A. Revzan. 
Chicago: The University of Chicago Press, 
1938, 122 pp. and appendix, $1.00. 


“The Changing Relative Importance of 
the Central Livestock Market” is the fourth 
monograph of Volume VIII of the Studies 
in Business Administration of the University 
of Chicago. The monograph begins with a 
study of the organization and functions of 
the central livestock market and is followed 
by a discussion of the forces contributing to 
the origin, growth, and change in the im- 
portance of such markets; the reasons for the 
growth of decentralized marketing; and the 
relation of the price spread to changes in 
marketing method. The final chapter is de- 
voted to a summary in which the authors 
state that “the changes going on in the cen- 
tral livestock markets are in large part 
changes of an evolutionary character which 
point to change in the degree of importance 
of the older markets rather than a change 
in the kind of functions they perform.” Ac- 
cordingly the authors conclude that the 
“forces which operated originally to. locate 
the central markets at points strategic to 
livestock supply, on the one hand, and to 
human population, on the other, are still 
at work.” 

The concluding pages of the monograph, 
in the form of an appendix, are given to a 
statistical presentation of such topics as the 
purchase and sale of livestock under varying 
conditions; relatives of wages paid in the 
packing industry; wholesale cost of livestock 
to slaughterers; freight rates (with some 
comparisons); the general wholesale price 
level; and a decade of earnings of leading 
National and “Interior” packers. 

The manuscript is well written, is a con- 
tribution to marketing literature, and 
though much of the statistical material is 


somewhat out of date the monograph should 
be welcomed by students of marketing and 
others who desire to further their knowledge 
of central markets. 
Henry F. Hottzctaw 
University of Kansas 


Retait MARKETING AND MERCHANDISING, 
by H. H. Maynard, Kenneth Dameron, 
and Carleton J. Siegler. New York: Ginn 
and Company, 1938, pp. 441, $1.68. 


The general subject of consumer education 
has attracted the attention of many high 
school principals and superintendents who 
have introduced courses dealing with this 
subject matter in their curricula. At the 
same time, they have expanded their cur- 
ricula to include distribution or marketing 
subjects for vocational training. A great 
variety of new courses appearing under such 
names as “Consumer Economics,” “‘Con- 
sumer Buymanship,” “Salesmanship,” “Re- 
tail Selling,” “Advertising,” and ““Merchan- 
dising,” have been combined in various ways 
to form one or more year subjects for high 
school students. The authors introduced this 
book to serve as a text for a course dealing 
with consumer education and retail mer- 
chandising—partially related subjects in the 
field of marketing. They state in the preface 
that ‘Courses in these subjects serve a two- 
fold purpose.” They are, ‘First, those who 
comprehend the marketing and merchandis- 
ing organizations and methods in vogue are 
able to appraise intelligently the pricing 
policies that are in effect and to understand 
and take advantage of the work of buyers, 
stylists, credit departments, personal shop- 
pers and the like,” and, “The second, and 
major, objective of such courses is that of 
training future merchants.” 

The authors quite correctly have de- 
veloped their book on the assumption that 
some knowledge of marketing processes 
serves as a prerequisite to the more special- 
ized subject matter found in retailing. The 
first part of the book therefore treats general 
principles of marketing which is intended to 
give students the needed background. It is 
doubtful if this book gives enough attention 
to general subject matter in marketing be- 
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fore proceeding to retailing matter. High 
school administrators should be advised to 
offer at least a one semester course in general 
marketing before proceeding with specialized 
courses in advertising, salesmanship, or re- 
tail merchandising. Therefore, even though 
brief, the background material makes this 
book stand out over other similar publica- 
tions. 

The major portion of the book is devoted 
to technical retail subject matter developed 
in the following parts: Types of Retail 
Organization; Location; Building and 
Equipment; Organization for Retail Store; 
The Problems of Purchasing; Merchandising 
and Selling; Advertising and Display; Price 
and Credit Policies; and Accounting and 
Financial Problems. It is difficult to under- 
stand why the authors treat “Returns, Ad- 
justments and Complaints” under the part 
labeled “Price and Credit Policies,” and 
similarly why they placed the chapter on 
“Delivery” under the part “Accounting and 
Financial Problems.” These two chapters 
could have formed another section with the 
heading “Store Services.” 

The book treats comprehensively material 
generally included in “Principles of Retail- 
ing” or in “Retail Merchandising.” Illus- 
trations have been used generously to por- 
tray certain principles and to hold the in- 
terest of high school students. Teachers will 
find the text questions, discussion topics, and 
problems at the end of each chapter quite 
helpful in their development of the course. 

A major question concerning the book is, 
“Has the presentation of the material been 
reduced to the level of understanding of high 
school students?” To anyone familiar with 
marketing subject matter the book appears 
to be quite elementary. However, many high 
school students have little or no understand- 
ing of business practices or economic activ- 
ity. Discussions on retail operations or prac- 
tices should be explained to them so that 
they may glean the importance of the ma- 
terial before proceeding with the technical 
aspects. Perhaps the technical aspects of re- 
tailing have been overweighted at the ex- 
pense of introductory explanations. This 
opinion has been voiced by high school 


teachers who are offering courses in dis- 
tribution subjects. 

The book definitely fills the need of a 
general publication in retailing adapted to 
high school students. Although not the only 
book available, it pioneers in the field as a 
comprehensive text for a high school course 
on “Retail Merchandising.” 

Haro_p ALspAUGH 
Temple University 


A SEARCH For Prorits In MARKETING Ac- 
tivities, by John S. Jones and A. P. 
Truex. New York: Sales Management, 


Inc., 1938, pp. 77, $4.00. 


This is the report that won the 1938 
Howard G. Ford Award for Outstanding 
Achievement in Sales Management. It 
summarizes briefly the studies made by the 
Ralston Purina Company of its “chow” 
sales problems, the action taken on the basis 
of these studies, and some of the benefits 
obtained. Among the problems considered 
are: the work and the qualifications of sales- 
men, outlining territories that can be worked 
profitably, forecasting sales, determining the 
number of territorial salesmen, the sales 
training course, supervision and control of 
salesmen, the sales compensation plan, con- 
centration of sales efforts in profitable 
markets, control of advertising expense, and 
discovery of profitable methods. 

A practical analysis of the sales problems 
was made by the company. The conclusions 
reached are logical and the recommendations 
made on the basis of the various studies 
appear to be sound. Furthermore, tangible 
and definite progress in the solution of a 
number of the problems is reported. As was 
the purpose of the authors, a “panoramic 
view” has been presented of the problems 
studied and the action taken. The ap- 
proaches made and the procedures followed 
in applying the findings should be suggestive 
to other sales executives who face the same 
or similar problems. 

It is impossible, however, to treat ade- 
quately the number of problems involved in 
the brief space the authors have allotted to 
this report. It is unfortunate that some of 
the technqiues employed in the analysis are 
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not described in more detail, that the pos- 
sible alternative techniques and procedures 
which the company might have used are not 
considered, that more complete data con- 
cerning results are not presented, and that 
the probable significance and influence of 
external factors in the results are not more 
fully recognized. 

The failure to include sufficient explana- 
tory material and supporting data in several 
sections of the report limits the value it 
might have for both students and sales 
executives. These omissions may be due to 
limitations placed on contest entries, or to 
haste in the assembly of the materials, but 
in either case, these shortcomings could have 
been corrected in the published report. 
A more worthy contribution to sales manage- 
ment literature would have been made if the 
procedures and experiences of this company 
had been treated more fully, or if several of 
the papers entered in the contest had been 
edited and published in a single volume. For 
the price asked, the buyer should expect 
more information than is contained in 
A Search for Profits in Marketing Activities. 

C. H. McGrecor 
Cleveland College 
Western Reserve University 


B.—Dicests or Some LEADING ARTICLES 
ON MARKETING FROM SCIENTIFIC 
JouRNALS 


By Reavis Cox, University of Pennsylvania 


FEDERAL SuGAR ContTrot—A Four-YEAr 
Review, by John E. Dalton. From the 
Harvard Business Review, Autumn, 1938, 
pp. 63-74. 

The “‘American sugar system,” which em- 
braces growers and refiners in the continental 
United States, Cuba, Puerto Rico, Hawaii 
and the Philippine Islands, has been con- 
trolled for four years by the government to 
a degree higher than that to which any other 
industry, except possibly the public utilities, 
is subject. Government control extends to 
output, prices, agricultural practices and 
labor conditions. In effect, under present 
legislation, the government controls the size 
of the income of the ““American sugar sys- 


tem” as a whole, the division of this gross 
income among producing areas, and the dis- 
tribution of each area’s share among farmers, 
laborers and corporate processor-producers, 
1.e., refiners, including those which control 
large tracts of cane land. 

Since 1934, the gross income of the 
“American sugar system” has averaged 
about $520,000,000 a year, the total repre- 
senting a combination of the sums received 
for sugar in the market and cash bounties. 
If there were absolutely free trade in sugar, 
this gross income probably would have aver- 
aged about $275,000,000 during these years. 
The gross income has been divided among 
the various areas by an extremely compli- 
cated legal and administrative machine 
which includes: (1) the setting of quotas for 
both raw and refined sugar; (2) a system of 
multiple prices which embraces a low world 
price, a high protected price for continental, 
Puerto Rican, Hawaiian and Philippine pro- 
ducers, and an intermediate protected price 
for Cuban producers; and (3) a sliding-scale 
bounty for continental, Hawaiian and 
Puerto Rican producers. While the system 
as a whole has made the gross income in 
1934-37 substantially higher than that for 
1931-33, it has also effected a substantial 
redistribution of income. The increase for 
Cuba was 82%; for continental beet and 
cane sugar, 30%; for Hawaii and Puerto 
Rico, 20%; and for the Philippines, 13%; 
while continental refiners of cane sugar have 
suffered a decline of about 2% in their in- 
dustrial income. Statistical measures cannot 
be made of the distribution of area income 
among laborers, farm owners and processor- 
producers; but the Secretary of Agriculture, 
in effect, determines the distribution because 
of his power to fix farm wages, quotas and 
bounties. 

The depression which began in 1937 has 
effected a further redistribution of income 
among areas and among classes in each area. 
Although complete data are not yet avail- 
able, some general observations can be made. 
As to distribution of income among areas, 
it is notable that market prices for sugar in 
1938, as compared with 1937, have fallen 
about 24% in Cuba and about 18% in the 
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Philippines. As against this, the receipts of 
Hawaiian and Puerto Rican producers have 
fallen only about 2% and those of conti- 
nental producers only about 1%, thanks to 
the offsetting effect of bounties. Among the 
various classes, farm laborers were protected 
when the Secretary of Agriculture set the 
highest wage rates of the last five years. 
Farmers paid these high wages; but the 
additional cost has been offset in part by 
cash bounties. Corporate processor-pro- 
ducers of cane sugar, whose share in the re- 
fined sugar market is the residual element 
left after other quotas are set, have had to 
absorb the bulk of the reduction in con- 
sumption, with a consequent decline in both 
pay roll and profit; but decreases in the re- 
turn on milling operations have been offset, 
in part, by bounties on agricultural opera- 
tions. Beet sugar processors do not receive 
such bounties, and their costs have been 
further increased by extensive unionization, 
with consequent increases in wage rates. 

From this analysis, several conclusions 
emerge: First, the problems of business 
management have been considerably com- 
plicated by the intricacies of sugar control 
and continuous shifting of governmental 
policy. Second, disputes over what consti- 
tutes a “fair” price for sugar may be ex- 
pected to continue until Congress makes a 
clear declaration of policy. Third, the divi- 
sion of income among producing areas and 
groups has become as important as deter- 
mination of the gross amount of that income. 
Fourth, the policies of the government in 
the most recent “recession” have been such 
as leave the worker unscathed, to protect 
the gross income of small farmers, and to 
reduce the income accruing to stockholders 
in most plantation companies and in all beet 
factories; many persons believe these trends 
will continue in the future. Fifth, extensive 
governmental control over sugar is probably 
inevitable. Sixth, what is now needed is an 
integrated policy, more publicity concerning 
the standards used by the Secretary of Agri- 
culture in reaching his decisions, and a more 
exact definition of objectives. 


Wuere Is INSTALLMENT SELLING HEADED? 


by Carl N. Schmalz. From the Harvard 

Business Review, Autumn, 1938, pp. 85- 

95. 

Seven important trends may be noted in 
the sale of consumers’ goods on installment. 
Three which must be considered deplorable 
are: a drift toward more liberal terms, an 
increase in the element of risk in installment 
selling, and an important tendency toward 
a narrowing of the spread between cash and 
installment prices in stores offering both 
terms. A fourth trend probably is unfortu- 
nate; this is the tendency for installment 
sales to increase somewhat more rapidly 
than total sales at retail. The remaining 
three trends are commendable. They are an 
improvement in the administration of in- 
stallment selling, increasing control by the 
government, and a greater influence by in- 
stallment selling upon the traditional charge 
business. 


INSTALLMENT SELLING: A CriticaL VIEw, 
by Julian D. Weiss. From the Harvard 
Business Review, Autumn, 1938, pp. 96- 
104. 

The facts seem to indicate the develop- 
ment of trends in the use of installment 
credit which require intelligent and_per- 
manent correction by industry itself. These 
trends include too great liberalization of 
terms, the infliction of severe losses on some 
consumers through repossessions, misrepre- 
sentation of the true cost of installment 
selling, the diversion of too much income 
from necessities in the low income-brackets, 
and the great expansion of installment credit 
outstanding. Important ill effects include 
stimulation of the normal velocity and 
amplitude of fluctuations in business. 


ComMPETITION IN THE RussBer-Tire In- 
pustry, by Lloyd G. Reynolds. From the 
American Economic Review, September, 
1938, pp. 459-468. 

The rubber-tire industry is characterized 
by product differentiation, oligopoly, and 
price competition. Professor Chamberlin, in 
his Theory of Monopolistic Competition, con- 
cludes that under these conditions, and as- 
suming in addition complete knowledge, 
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economic behavior, a large number of buy- 
ers, identical cost and demand curves for all 
sellers, and absence of cyclical fluctuations, 
the following results may be expected: (1) 
close correspondence between price and 
average total cost (including “normal” 
profits); (2) no unused capacity, except for 
short periods; (3) too many producers, each 
of less than optimum size. An empirical 
study indicates that these results have not 
been reached in the rubber-tire industry. 
The theory of monopolistic competition, like 
the theory of pure competition, is an ab- 
stract construction which, because of its 
highly simplified assumptions, cannot pos- 
sibly describe the facts of a particular case. 
Empirical analysis also suggests that con- 
tinuous enforcement of competition would 
probably be wise public policy in this par- 
ticular case. 


A Strupy 1n Business Morratirty, by R. G. 
and A. R. Hutchinson and Mabel New- 
comer. From the American Economic Re- 
view, September, 1938, pp. 497-514. 


This study is restricted to Poughkeepsie, 
N. Y., but covers a much longer period than 
earlier studies of business mortality, since it 
analyzes records extending from 1843 to 
1936. Enterprises covered include those en- 
gaged in retailing, wholesaling, manufactur- 
ing, crafts and services. About 30% of the 
enterprises established in Poughkeepsie dur- 
ing the period failed to survive their first 
year, less than half lasted more than three 
years, slightly more than one-fifth survived 
for more than ten years, and less than one- 
tenth lasted more than twenty years. Busi- 
ness longevity seems to have been appre- 
ciably larger in the middle years of the 
period, when the population of the city was 
almost stationary, than in the early or late 
years, when population was increasing rap- 
idly; but, in general, the situation seems to 
be neither improving nor growing worse. 
Wholesaling enterprises have had a longer 
life than any of the other four classes of 
business establishments. The average life of 
retail establishments has been somewhat 
shorter than that of wholesalers and manu- 
facturers, and somewhat longer than that of 


craft and service enterprises. With some ex- 
ceptions mortality has been higher among 
enterprises requiring small capital than 
among those requiring large capital and 
among unincorporated than among incorpo- 
rated businesses. The nature of the previous 
occupations of proprietors seems to have 
had little to do with the longevity of new 
businesses. 


RuNNING COMMENTS ON OTHER ARTICLES OF 
INTEREST TO MARKETING MEN 


Part 2 of the July issue of The Fournal of 
Business of the University of Chicago is a 
special supplement by Edward A. Duddy 
and David A. Revzan which carries the title, 
“The Changing Relative Importance of the 
Central Livestock Market.” It offers a de- 
tailed study extending over 150 pages of the 
ways in which the marketing of hogs has 
been decentralized in response to such 
factors as shifts in the areas of corn pro- 
duction, governmental control of acreage, 
“discriminatory” freight rates, and the rise 
of motor-truck transportation. It also ana- 
lyzes the consequences of these develop- 
ments and some of the controversies to 
which they have led. 

Students of marketing who are interested 
in long-term trends in the distribution of 
income among the various classes in the 
United States will find a useful compilation 
of data in Rufus Tucker’s article, “The Dis- 
tribution of Income Among Income Tax- 
payers in the United States, 1863-1935,” in 
the August issue of The Quarterly Fournal of 
Economics. Mr. Tucker develops the thesis 
that income is much less concentrated into 
a few hands now in this country than it was 
during and just after the Civil War. 

In addition to the case study of the rub- 
ber-tire industry summarized above, Lloyd 
G. Reynolds has made a study of the Ca- 
nadian baking industry which is reported in 
The Quarterly Fournal of Economics for 
August. As with tires, the author finds here 
an industry which has departed in several 
important particulars from the course to be 
expected in a situation governed by pure 
competition. He attributes the situation to 
the existence of product differentiation and 
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to the fact that sellers are few. The analysis 
does not go on to consider possible inade- 
quacies of the newer theories of monopolistic 
competition in explaining conditions in the 
Canadian baking industry, as was done in 
the study of tires. 

Advocates of uniform accounting are cau- 
tioned concerning some common assump- 
tions by George O. May in an article on 
“Uniformity in Accounting,” in the Harvard 
Business Review, Autumn, 1938. The dis- 
cussion is confined to income accounting but 
will be useful to those who are interested in 
any aspect of uniform accounting. Mr. May 
sounds a warning against the position taken 
by “those who think that accounting should 
be governed by some inexorable principles 
resting on purely scientific grounds, and 
that to suggest that accounting methods 
should be determined by the usefulness of 
the results is to surrender to an unworthy 
expediency.” 

C. M. Vickery, writing under the title 
“Punched Card Technique for the Correc- 
tion of Bias in Sampling,” in the Yournal of 
the American Statistical Association for Sep- 
tember, describes an ingenious technique 
which is adaptable to machine tabulation 
for reducing the bias from inaccurate sam- 
pling. The procedure should be useful in 
studies which involve the analysis of large 
numbers of cards. It can be used either with 
stratified or with non-random sampling. 

Francis McIntyre adds another to the long 
list of criticisms of Irving Fisher’s “‘ideal” 
formula for an index of prices in his article 
“The Problem of the Stock Price Index 
Number” in the Yournal of the American 
Statistical Association for September. Mr. 
McIntyre argues that the appropriate for- 
mula for any index number can be con- 
structed only after careful consideration of 
the purposes for which it is devised. The 
argument is supported by the construction 
of an index of stock prices; but consideration 
of the points made will be fruitful in the con- 
struction of any sort of price index. 

Some comments on the difference between 
“rational” and “irrational” behavior made 
by J. K. Galbraith in a note on “Rational 
and Irrational Consumer Preference” will be 


found in The Economic Fournal for June, 
1938. The note is a specific criticism of some 
earlier studies by others, but will be helpful 
to anyone who has struggled with these 
widely (and often carelessly) used terms. 

Students of experiments with farm control 
in this country will find interesting a critical 
analysis of New Zealand’s attempt to guar- 
antee prices for dairy products since 1936 
which was published in the December, 1937, 
issue of The Economic Record, the journal of 
the Economic Society of Australia and New 
Zealand. The analysis was made by H. Bel- 
shaw, of Auckland University College, and 
carries the title “Guaranteed Prices for New 
Zealand’s Exports.” 

A summary statement of the present 
status of agricultural cooperatives in Japan 
and the program of promotion and expan- 
sion now in effect may be found in an article 
by Yoshinosuke Yagi, ‘““The Second Three- 
Year Expansion Plan of the Cooperative 
Movement,” in the Kyoto University Eco- 
nomic Review for December, 1937. The 
article also provides some incidental in- 
formation on the development of urban con- 
sumer cooperation and on the ways in which 
the Sino-Japanese hostilities have affected 
agricultural cooperation. 


C.—Dicests or Some LeapiInG ARTICLES 
on MARKETING FROM TRADE JOURNALS 


By Henry A. Burp, 
University of Washington 


1939's New Mepium, by John Archer Car- 
ter. From Advertising and Selling, Novem- 
ber, 1938. 

Both the National Broadcasting Company 
and the Columbia Broadcasting Company 
expect to be televising programs several 
times each week by mid-spring. The first 
big push in television will come with the 
New York World’s Fair. 

Those behind television are confident that 
advertisers will be anxious to use the new 
medium, and that it will be commercial- 
rather than government-owned. The cost to 
advertisers will be four or five times as great 
as that of radio. 

Television will not eliminate the radio, for 
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people can spend only a small part of their 
time in watching the screen. The rest of the 
time, they will spend in listening to radio 
programs. 

Within a year or two, television stations 
will begin operation in various parts of the 
country. Many of them will be owned by 
manufacturers of television sets. The adver- 
tising man can begin right now to plan tele- 
vision programs to sell his products, for the 
men who begin to think in terms of television 
rew will be the ones to sell the goods to- 
morrow. 


pu Pont LauncHES SynTHETIC SILK. From 
Business Week, October 29, 1938. 


Du Pont’s new organic textile fiber, ““Ny- 
lon” or “Fiber 66,” is wholly prepared from 
raw materials from the mineral kingdom. 
Characterized by extreme toughness and 
strength it can be fashioned into filaments as 
strong as steel, as fine as the spider’s web, 
yet more elastic than any of the common 
fibers and possessing a beautiful luster. It 
takes dyes and finishes readily. 

Nylon will be of tremendous significance 
to hosiery manufacturers and users. “Exton” 
bristles made from Nylon are being produced 
in quantities for toothbrushes. Development 
work is well along on sewing threads, tennis 
racquet strings, fishing lines and leaders, 
ribbons, velvets, woven and knitted clothing, 
transparent wrapping film, plastic composi- 
tions, textile finishing agents, and coated 
fabrics. 


Pricinc Po.icies AND CusTomer CLAssI- 
FICATION, by Willard S. Thorp. From 
Dun’s Review, October, 1938. 


Many commodities have elaborate price 
structures so that at a given time very wide 
differentials in price exist. In case of most 
retail products the single price rules but it is 
not true where goods are sold to other manu- 
facturers, wholesalers, some large retailers, 
and consumers. Four factors bear on the de- 
velopment of customer classification: (1) 
Inertia—tends to become traditionalized; 
(2) Competition; (3) Impact of buying 
groups; (4) Force of law—Robinson-Patman 


Act now sets very definite limits on differ- 
ential treatment of classes of buyers. 

Customer classification is one of the meth- 
ods of capturing and maintaining one’s place 
in the market. Decision must be made as to 
preferred channels of distribution, then the 
price structure must be modified accord- 
ingly. Customer classification provides an 
escape from individual bargaining. Any 
classification once established should be 
maintained. 


A Year or Rerait Price Controi, by 
Reinhold Wolff. From Nation’s Business, 
October, 1938. 


When the Miller-Tydings Act was passed 
a year ago, 42 states already had fair trade 
acts. Since then few retail prices have been 
set because no manufacturer is required to 
establish a uniform resale price for his 
product; he may take no action or he may 
fix prices in one or in a few states. Most 
manufacturers have not acted; many have 
only tested a market. The first contracts 
came from the Pacific Coast, with California 
taking the lead. 

Of all industries the drug trade has been 
most seriously affected by the price main- 
tenance problem. About 80% of standard 
articles in the average neighborhood drug 
store are now sold at uniform prices under 
fair trade contracts. The tobacco trade is the 
only one ahead of it in respect to complete- 
ness of price control. National cigar brands 
are almost entirely under price contracts, 
but cigarettes have failed to follow suit. 
Liquor has also been under fair trade pro- 
tection but has not reached 100% control. 
The book trade has also had some price con- 
trol. Outside of these industries, little has 
been done by the manufacturers. 

Retailers have found that manufacturers 
have used fair trade contracts, not for pro- 
tecting their property rights from price 
cutting, but to please their independent re- 
tail customers. Survey results have shown a 
100% indorsement by independent retailers 
and hardly more than 50% by manu- 
facturers. 

When a period of price cutting enters into 
an industry the pressure on manufacturers 
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is strong to remedy the situation by restrain- 
ing prices. The manufacturer is willing to go 
ahead but he also points to his competitors 
and suggests that they be included; either 
distributors obtain fair trade contracts from 
all competing manufacturers or they obtain 
none. The manufacturer has little to gain 
by freezing retail margins through fair trade 
contracts, but he has much to lose which 
probably explains his hesitancy to act. Yet, 
distributors’ pressure may grow so strong 
that lack of cooperation will cause ill will 
from dealers so that the manufacturer has 
to look at the attitude of both dealers and 
competitors before determining his course. 

The consumer has to pay the cost of price 
stabilization, but he may turn to unre- 
stricted brands. Manufacturers have at- 
tempted to increase the consumer appeal of 
their merchandise by setting the minimum 
price as low as possible. 

Price surveys of fair trade industries have 
shown that sharp price cuts have disap- 
peared and more stability is evidenced for 
standard items. There are clear indicators 
that after a first period of adjustment in 
competition the old law of supply and de- 
mand will appear. The attractive force of 
standardized margins causes distribution 
through broader outlets. 

As a legal device price maintenance repre- 
sents the manufacturers’ control over the 
retail price margin; evaluated in its practical 
effect, price maintenance is rather a form of 
organized retailers’ control of competition. 
The drive for improved profits of independ- 
ent retailers can be compared to the struggles 
of labor groups for better wages or of farmers 
for crop protection by higher farm prices. 

The character of the fair trade movement 
has been particularly evident in areas where 
it is tied in with the labor movement. Shrewd 
labor leaders were quick to realize the ad- 
vantages that the independents’ desire for 
price protection offered them. Thus ex- 
changing fair trade against union recogni- 
tion, the union campaigns for resale price 
maintenance, fines chiselers, and pickets ob- 
stinate dealers. 

Although small business men favor fair 
trade, the movement has not yet overcome 


the public’s feeling against price fixing. Con- 
sumer groups have openly supported repeal 
of state and federal fair trade acts, but after 
a year of national resale price maintenance 
it is unlikely that the repeal movement will 
affect the fair trade course. Once a group of 
unorganized individuals, under the strife for 
retail price legislation there has emerged a 
united front of independent retailers. 


Tue Cuains Take It, by Hugh M. Foster. 
From Printers’ Ink Monthly, November, 
1938. 

The chains did more business and made 
less money in 1937 than in 1936. Two causes 
of the declining profits were higher wages, 
attributable to the Government, and higher 
taxes, imposed by the Government. 

The record for 1937 should not be com- 
pared with the records of the last year. 
1937 was not typical in the sense that the 
first three-quarters were reasonably prosper- 
ous, while the last was thrown out of relation 
by the sharpest recession in retail trade in 
our economic history. 


Survey of 36 Chains: 1937 

(Grocery, 15; variety, 10; shoe, 5; drug, 2; 
restaurant, 4.) 

Thirty-one increased their sales, more 
than half attaining record highs; more than 
half expanding their plants, with over a 
third reaching new high records. Despite 
these favorable factors, there were only 8 
increases and 2 peaks in profits and 4 in- 
creases and no peaks in the percentage of 
profits to sales. 

There is no reason to suppose that chains 
have lost their efficiency or ceased to be use- 
ful. Increased sales and more stores suggest 
not merely sustained, but greater, consumer 
favor. One year, in which the last quarter 
saw a violent slump in trade, does not ac- 
count for the recent decline in the chain- 
store business. There must be some ex- 
traneous explanation. Increased wages and 
taxes will not satisfactorily explain the drop 
in profits, until the percentages of these ex- 
penses to sales are recorded. 

By severity of their competition chains 
have forced independent grocers to form 
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voluntary chains and cooperative groups and 
taught others to become better merchants. 
So the chains intensified competition for 
themselves. Super-markets have increased 
this intensity of competition and taken away 
business from the chains. The Progressive 
Grocer’s study indicates that the super- 
markets’ fight is largely with the chains for 
the shifting cash business and that when a 
chain opens a super-market and discontinues 
a half dozen of its neighborhood stores, it 
loses some of that business and the surround- 
ing independents generally profit. 

The Robinson-Patman law’s restrictions 
of advertising allowances have depleted 
grocery chains’ profits but there are no 
figures revealing how much. 

The Progressive Grocer’s study reports 
that food sales through all kinds of stores 
increased 4%; that the independent grocers 
added to their sales by 5%; but that the 
large corporate chains increased their busi- 
ness only 2%. If it was the purpose of the 
Robinson-Patman Act and the discrimina- 
tory chain-store laws to insure the prosperity 
of the large number of very small independ- 
ent stores, the legislation has failed. Of stores 
doing less than $15,000 a year, half suffered 
losses in sales. In spite of an average increase 
in price of 3.6%, these small stores increased 
their business on the average only from 2% 
to 3% compared with a gain for all independ- 
ents of 5%. 

Decline of 23% in sales and of 47.3% in 
profits of the A. & P. is attributed by officials 
to the general decline of business during the 
last six months of 1937 and to increased 
competition. The company’s statement did 
not emphasize the effect of chain-store taxes, 
but that effect is plain enough to see from the 
comparison of profits and taxes. The whole 
net profit of $9,119,114 was only about 
$2,000,000 less than the $11,000,000 paid by 
the company in taxes during the same period. 
The closing of about 2,500 marginal stores 
will be compensated for, it is thought, by the 
opening of 300 to 350 new and larger stores. 
Super-markets have not been the cause of 
this action so much as the punitive taxation 
in Louisiana, Pennsylvania, and other states. 
The closing of some branch warehouses, the 


conversion of the first floors of others into 
self-service super-markets and the opening of 
sub warehouses, as supply depots for the 
company’s newer and larger stores, suggest 
that the A. & P. is preparing for whatever 
development may occur in state or federal 
taxation. 

Variety chains do more than 90% of the 
business in their line, their competition is 
among themselves, and chain-store taxes are 
not yet a matter of life or death to them. All 
IO companies reporting increased their sales 
and 7 made peak sales, but only 3 increased 
their profits and not one increased its per- 
centage of profits. 

In the Harvard Study of Limited Price 
Variety Chains, total expense showed the 
sharpest year-to-year advance since 193I- 
1932, rising from 29.95% in 1936 to 31.02% 
in 1937. This rise was accounted for by 
changes in salaries and wages, taxes (other 
than real estate, income, and sales taxes), 
and advertising. 

Retail trade increase in sales generally was 
§% in 1937 over 1936, but that of variety 
chains was only 3.59%. The tendency evi- 
dent in 1936 as well as in 1937 for variety- 
chain sales to lag slightly is probably ex- 
plained by the inclination of the public to 
“trade up” somewhat from the low price- 
variety stores during periods of general pros- 
perity. 

These trends in number of stores, aggre- 
gate sales, and average sales per store suggest 
that for the most part the limited price-vari- 
ety chains can no longer be considered in a 
stage of rapid growth, but are rather in a 
maturity phase. If this should prove to be 
the case, sales and profits are likely to recede 
more promptly and drastically in future de- 
pressions than they did in that of 1929-1933. 


Tue Gypsies Get THE Business, by Ben 
Hibbs. From Saturday Evening Post, Octo- 
ber 1, 1938. 


When the Quincy, Omaha and Kansas 
City Railroad filed application on May 1g, 
1938, to abandon its entire line, through 
Northern Missouri, it brought to a head a 
problem which has for several years con- 
fronted not only railroads but also small 
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merchants throughout the midwest and 
southwest. Principal among the arguments 
for closing this road was the loss of traffic to 
motor trucks. Surprisingly, its loss was not 
to well organized motor trucking lines, but 
to unorganized independent truck owners. 
These same itinerant truckers also constitu- 
ted the current most serious marketing prob- 
lem of country elevators, village merchants, 
and warehouses throughout the area, be- 
cause they not only diverted traffic from es- 
tablished channels, but also, not content 
with transporting merchandise, diverted 
sales from local stores by selling the mer- 
chandise over the tail-boards of their trucks. 

The Gypsies, as they are called, are truck 
drivers, farmers, store keepers who, broken 
by the depression, turned their trucks to 
transporting whatever loads they could pick 
up, and added selling the loads to increase 
their profit—which give only an existence in- 
come. They build up a considerable trade, 
which they did not abandon when the de- 
pression slacked off. Picking up a load of one 
commodity i in a given city, the Gypsy hauls 
it to another, perhaps in a distant state, 
where, not paying taxes, rent, or salaries, nor 
even room rent, for he sleeps in his truck, he 
undersells local stores, picks up another load 
of whatever is offered, takes it to another 
city and continues the process over again. 
Local merchants object not alone to the loss 
of trade, but to the fact that the Gypsy 
evades all the responsibilities of the ordinary 
trader. 

Although the majority of these trucker- 
merchantmen are probably honest men 
fighting only for their existence, which argu- 
ment, incidentally, has been eloquently used 
in opposition to regulatory legislation, many 
of them are ruthlessly dishonest. Every trick 
of deception, bad checks, short weight, adul- 
teration, and, in some cases, out and out rob- 
bery is practiced by the clan. One gang de- 
vised a jack arrangement to shift the weight 
of the truck and load during weighing on 
highway scales in such a way as to gain a 
40% additional profit in some cases. 

It has been difficult to pin the Gypsy down 
by legislation, which, characteristically, was 
the first weapon turned to by the injured 


merchants. Federal regulations do not apply 
because the trucker owns both his truck and 
the load. Legislation and ordinances requir- 
ing licenses and bonds have been most suc- 
cessfully used against the Gypsies, but are 
evaded by setting up shop just outside the 
city limits, or by simply selling without the 
license. 


Woop Boxes ror Paper Mik Bort es, by 
Jack H. Dobbin. From The Timberman, 
October, 1938. 


The box industry goes hand-in-hand with 
the bottle industry because bottles must be 
carried in boxes. Recent ordinances requiring 
the serving of milk in eating places from in- 
dividual sanitary bottles instead of gallon 
cans greatly increased the demand for milk 
bottle boxes. 

Another recent development in the milk 
industry has also been reflected in the box 
field. This is the coming of paper milk bot- 
tles. Heavy glass milk bottles required a 
hardwood box, re-enforced and partitioned 
with metal, weighing 19 lbs. The new paper 
bottles require only a strongly made box 
which may be constructed of soft western 
woods, weighing only 4 lbs. 

Paper containers are being widely ac- 
cepted, and are furnished in several sizes and 
shapes, the quart size probably being the 
most popular and the rectangular shape bet- 
ter than the cylindrical and conical shapes. 
Acceptance is based on several advantages of 
the new bottle, such as its lighter weight, its 
saving of storage space in refrigerators (a 
factor appreciated by housewives), and its 
convenience due to its non-returnable fea- 
ture. The latter advantage also eliminates 
much transportation expense, and the cost 
of cleansing and inspecting. 


Laws For THE LitT-e, by Paul T. Chering- 
ton. From Advertising and Selling, Novem- 
ber, 1938. 

The Patman Act, which will be the first 
bill introduced to the new Congress, although 
at first not taken seriously, has the large 
chain stores very much worried now. 

Fully to understand this measure it is nec- 
essary to appreciate the relative importance 
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of small enterprise. About half the people 
contribute about 90% of the social and eco- 
nomic progress of the country—half the 
farms produce 90% of the crop—half the 
people have 90% of the income—half the re- 
tail stores do 90% of the business. But prog- 
ress is to be had, not by leveling down the 
upper half, but by raising the half which is 
now doing but 10% of the job. 

The conflict is between those wishing to 
promote “the general welfare” and those 
wishing to retain the “blessings of liberty” 
or the status quo. Numerous bills have had as 
their motive the freezing of business into a 
set pattern, either as to prices or operating 
methods. 

The Robinson-Patman Act attempted to 
restore to small business some of its lost bar- 
gaining power. But the small merchant is an 
expensive convenience. 41.2% or nearly 
700,000 merchants do less than $5,000 worth 
of business per year—or $16.75 per day—at 
2% net profit (what most well-run stores can 
expect) the merchant has a net profit of 
33-5¢ per day. 

The Patman Act had no chance of passing 
at the last session of Congress but neither did 
the Robinson-Patman Act when it was first 
introduced. And who should better know the 
vote-getting power of a “law for the little” 
than Mr. Patman? 


Is Inpustry ConcENTRATING IN NEw 
Areas? by George C. Smith. From Na- 
tion’s Business, November, 1938. 


Interest in decentralization of industry ap- 
pears to be nation-wide. Many believe that a 
redistribution of industry to semi-rural loca- 
tions where employees can have part-time 
industrial and agricultural work will solve 
many of our economic and social problems. 

At present 33 cities and surroundings pro- 
duce 60 per cent of the goods manufactured 
and employ 55 per cent of the factory work- 
ers of the nation. These areas comprise only 
3 per cent of the counties, but contain 36 per 
cent of the nation’s population. Seattle, San 
Francisco, and Los Angeles are the only 
western centers included. 

In the past 30 years half of the national 
increase in population concentrated in these 


areas. Since no proportionate increase in 
factory jobs has been registered, these cen- 
ters have become crowded with unemployed, 
resulting in serious sanitation, health, and 
crime conditions. 

Advantages of concentration of industry 
are: supply of labor, central power stations, 
freight rates, banking accommodations, ade- 
quate housing, accessibility of service insti- 
tutions, and semi-finished products. But in 
recent years the small town has been more 
attractive considering the automobile, lower 
taxes, lower wage scales, and wide distribu- 
tion of cheap electric power. 

Evidence of actual migration may be seen. 
The city centers of the 33 industrial areas 
declined in percentages of total United 
States wage jobs while the rural portions of 
these areas have shown percentage increases. 
This shows a migration trend from the cen- 
tral city to its rural area. In California and 
Wisconsin legislation has passed for county 
zoning. 

Another form of decentralization is seen 
in the tendency of national manufacturers to 
open branch factories at points removed, for 
example in Los Angeles or San Francisco or 
in their suburbs. The move to Dallas of bat- 
tery manufacturers is an instance of decen- 
tralization. 

In 20 years Pennsylvania has dropped 
from 38 per cent of the blast furnace indus- 
try to less than 3o per cent. New York fell 
from 21 per cent to I$ per cent of the na- 
tion’s employment in the paint and varnish 
industry. 

Lower wages have been one reason for 
migration into the South. Now with the uni- 
form national minimum wage law this ad- 
vantage will be gone, and perhaps we may 
only see two forms of migration: migration 
to immediate suburbs and spreading of 
branch plants. 


How SwepisH Co-OperaTIves ADVERTISE 
—AND Way, by Dr. Mauritz Bonow. From 
Printers’ Ink Monthly, October, 1938. 


Swedish cooperatives use more advertis- 
ing than do the cooperatives of other Euro- 
pean countries. Because the Swedish con- 
sumer cooperative is not confined to selling 
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to members only, advertising has a rightful 
place in the system. Furthermore, the sys- 
tem has become so large that advertising is 
the only effective means of contact with all 
members. 

Many features can be incorporated in this 
advertising that could not be used effectively 
by strictly competitive enterprises. Costs are 
lower than in private enterprises, also. The 
cooperative advertising is divided into two 
main classes: (1) educational work aimed to 
increase membership, and to maintain and 
increase interest in the group, and (2) com- 
modity advertising and purely commercial 
publicity. 

Several media are used. Their own press 
turns out house organs. The paper published 
by the group has the largest circulation of 
any weekly in Sweden, and it is read by about 
one-third of the population. Meetings and 
lectures are used widely. Films are prepared 
and shown in theaters throughout the land. 
Book material of an economic and social 
nature is published and widely distributed. 
Another interesting outlet is the voluntary 
study circles for adults. Public newspapers, 
posters, etc., are also used as supplementary 
media. 

Although a central advertising depart- 
ment prepares all advertising work, a system 
of maximum prices is used, and any unit 
store may sell below these prices—but not 
above—if it is possible to do so. Short slogans 
are used in most of the advertising pieces, 
and a limited amount of copy is customary. 
A surprising amount of actual facts is used 
in this advertising, a practice which seems 
general throughout Sweden. 


The Biddle Case 


The United States Supreme Court, in re- 
fusing to review a Circuit Court decision in 
the Biddle Case, has in effect upheld the 
Federal Trade Commission’s interpretation 
of the brokerage provisions of the Robinson- 
Patman Act.—Advertising Age, October 24, 
1938. 

While no Patman primer was expected, it 
is disappointing that the decision was with- 
out comment on a law in sore need of educa- 


tion. But it is now established that the bro- 
kerage section of the Robinson-Patman Act 
is constitutional. The second difficulty, an 
interpretation of the phrase “‘except for serv- 
ices rendered,” must await the outcome of 
cases now pending. 

Private brands are favored by the present 
decision. It means continuance of their quan- 
tity sale to large buyers only; resulting lower 
costs makes them attractive to chain and 
large retailers —Advertising & Selling, No- 
vember, 1938. 

Refusal by the Supreme Court to review 
the Biddle Case decision leaves the trade just 
about as much in the dark as it has been for 
the past two years about the exact legal 
meaning of the law.— Business Week, Octo- 
ber 22, 1938. 

The Supreme Court decision does not ma- 
terially change the picture but does leave 
many ruffled feelings and some uncertainty. 
The High Court, however, leaves no uncer- 
tainty at all in its ruling favoring broad in- 
terpretation of labor laws, thus giving cre- 
dence to statements that the Supreme Court 
is highly sensitive to public opinion and 
changing times.—The Cooperative Merchan- 
diser, November, 1938. 

The statement of denial for review indi- 
cates that provisions of the act relating to 
brokerages are applicable to allowance of 
brokerage fees by sellers to purchasing com- 
pany, and transmission thereof to buyers to 
whom the company is furnishing information 
and purchasing service under contract, re- 
gardless of the effect of the transaction on 
trade or competition. The statute, then, does 
not violate the due process clause of the 
Fifth Amendment of the Constitution.— 
National Grocers’ Bulletin, November, 1938. 

A blow has been dealt to all buying agen- 
cies, as manufacturers who have continued 
to pay brokerage as a subterfuge are expect- 
ed to promptly withdraw from such pay- 
ment hereafter. The action of the Court is a 
forerunner of what it will decide in all other 
cases where the Federal Trade Commission 
has issued an order against the payment of 
brokerage.—Northwestern Merchant, No- 
vember, 1938. 
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HE Detroit meeting of the American 
"i Stet Association on December 28- 
30 at the Hotel Statler was well attended. 
Professor Dudley M. Phelps and his program 
committee and Professor E. H. Gault, our 
representative on the joint committee on 
local arrangements, are to be congratulated 
upon the fine sessions. At a business meeting 
held late Thursday afternoon, certain inter- 
esting reports were received. Our member- 
ship of 584 on January 1, 1937, increased to 
624 by January 1, 1938, and has now become 
695 with every expectation of a substantial 
increase during 1939. The membership, as 
given for December 31, 1938, is completely 
paid up. 

The report of the treasurer showed that 
the combined balance sheet of the Associa- 
tion and THE JOURNAL OF MARKETING was 
favorable, the capital of the American Mar- 
keting Association increasing by $1087.90 
during 1938 and our cash balance as of De- 
cember 21 being $2612.77 with all bills paid. 
THE JOURNAL OF MARKETING reported 165 
non-member paid subscribers, advertising 
revenue for 23 pages and single sales of 117 
copies of the Journal. THE JOURNAL OF MAR- 
KETING, as a result, obtained approximately 
one-half of its necessary funds from outside 
sources and was able to operate upon the 
$2.00 per member allotted to it by our con- 
stitution. Both the editorial and financial 
operation of THE JOURNAL OF MARKETING 
were so successful that the Board of Direc- 
tors passed the following resolution: 


TO PUBLICATIONS COMMITTEE 


The annual report of the Business Manager of THE 
JOURNAL OF MARKETING gives us an opportunity to ex- 
press the appreciation of the Board of Directors for 
the fine work you havedone in building our quarterly 
magazine to its present excellent position. 

To Nat Engle, as Editor-in-Chief, and Roland S. 
Vaile, as Managing Editor. 
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Special recognition is due for your devotion to the 
task of making this the most important and authori- 
tative publication in the field of marketing. 

To Associate Editors also goes our appreciation of 
what they have done. 

To Robert N. King, Business Manager, we pay our 
compliments for splendid work since the founding of 
THE JOURNAL OF MARKETING in keeping this publication 
on a level business keel. Not only have you carefully 
administered its financies, but you have also ener- 
getically secured subscribers and advertisers to the 
point where the Journal is now 50% self-supporting. 


The Tellers Committee composed of 
James R. Hawkinson, Chairman, with C. C. 
Chapelle and Fred E. Clark assisting, re- 
ported the following elections for 1939 after 
counting the 367 ballots which were cast: 
President, Nathanael H. Engle, U. S. De- 
partment of Commerce; First Vice-Presi- 
dent, Donald R. G. Cowan, Swift and 
Company; Second Vice-President, Theodore 
N. Beckman, Ohio State University; Secre- 
tary, Albert Haring; Treasurer, John J. 
Karol; Chairman of Publications Committee 
and Editor-in-Chief of THE JOURNAL OF 
MARKETING, Roland S. Vaile; Directors: 
Howard T. Hovde, William A. Sturm, and 
Malcolm D. Taylor. The other officers for 
1939 who were not subject to election in 
1938 are: Directors Paul D. Converse, Uni- 
versity of Illinois, Harry R. Tosdal, Harvard 
University, and Wilford L. White, U. S. 
Department of Commerce. In addition, ex- 
President Fred E. Clark automatically be- 
comes a Director for 1939. 

The amendment to the constitution sub- 
mitted by the Board of Directors to the 
membership on the ballot was also approved 
and goes into effect as of January 1, 1939. 
It is: 


OFFICERS AND DUTIES 


The Treasurer shall be responsible for the receipt 
and expenditure of the funds of the Association. He 
shall collect the dues and keep records of the dues, 
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status of members; in these duties he shall have, when 
necessary, the cooperation of the Secretary. He shall 
deposit dues, and monies collected from other sources, 
in a bank approved by the Directors, invest funds as 
authorized by vote of the Directors, supervise dis- 
bursements and issue checks therefor countersigned 
by the Secretary or President, and serve as financial 
counsel to the Directors. He shall keep proper ac- 
counting records and shall prepare reports of the 
financial condition of the Association whenever re- 
quired by the Directors, and shall submit a financial 
report to the members at the Business meeting. 

In the definition of the duties of the Secretary the 
fourth line should be revised to read 
“cooperate with the Treasurer in thecollectionofdues.” 


Our spring sessions will be held in Chicago 
on May 12, and 13, while our group will 
meet with the other allied social science 
associations in Philadelphia between Christ- 
mas and New Year’s, 1939. 


CHAPTER ACTIVITIES 
Chicago Chapter. 


The Chicago Chapter begins its year on 
June 1. The officers for the current year are: 
Donald R. G. Cowan, President; C. C. 
Chapelle, Vice-President; S. Teitelman, 
Secretary; J. J. Martin, Treasurer. Board of 
Directors: R. B. Barton, Leon A. Bosch, 
Lyndon O. Brown, E. K. Hartenbower, 
E. L. McAllister, W. B. Ricketts, C. H. 
Sundberg, S. F. Townsend. J. L. Palmer— 
Ex. President (Ex-officio member of Board). 

In addition, C. C. Chapelle is Chairman 
of the Program Committee which is com- 
posed of W. B. Ricketts, R. N. McMurry, 
J. H. Cover, E. E. Willard, and M. L. Mc- 
Elroy. S. F. Towsend is Chairman of the 
Membership and Attendance Committee 
which is composed of R. B. Barton, C. H. 
Sundberg, E. L. McAllister, and L. O. Brown 
FE. K. Hartenbower is Chairman of the 
Publicity Committee which is composed of 
S. R. Bernstein and Leon A. Bosch. L. E. 
Scriven is Chairman of the Special Com- 
mittee (Constitution) which is composed of 
J. R. Hawkinson and R. N. McMurry. 

Seven dinner meetings with an average 
attendance of between 50 and 75 persons 
were held by the Chicago Chapter during 
1938. The speakers and the subjects about 
which they talked were: 

Wroe Alderson, “A Consumer Clinic.” 


Paul E. Watson, “The Development of 
Copy Themes.” 


J. A. Emery, “Market Patterns in Gro- 
cery Distribution.” 

Phillips Wyman, “Building National 
Magazine Circulation.” 

Charles A. Wolcott, “The Reader Atten- 
tion Method of Checking Magazine Adver- 
tisements.” 


W. S. Townsend, “The Scientific Meas- 
urement of Advertising.” 

H. L. Rusch, “Measuring the Listening 
Habits of the Great American Radio Audi- 
ence” (by use of the audimeter). 

The detailed report of Donald R. G. 
Cowan, President of the Chicago Chapter is 
pertinent with respect to the chapter opera- 
tion and is given in detail as follows: 


The new Constitution, which was finally adoped at a 
recent meeting provides for two classes of members— 
Full members are those who are members of the Na- 
tional Association and pay the Chapter dues of $1 per 
year—Associate members are those who identify them- 
selves with the Local Chapter by paying its dues of $1, 
but are not entitled to vote. At the present time there 
are 210 names on the mailing list, including 75 National 
Members, 19 of which have paid $1 Chapter dues, and 
24 Associate members by reason of having paid the 
local dues. The points in favor of Associate membership 
are as follows: 


(1) They are fertile field for promotion of National 
membership. 

(2) They provide a large audience for good speakers. 

(3) They provide additional funds for paying Chap- 
ter expenses. 


Our mailing list, and also our Full and Associate 
memberships have grown in numbers during the year. 

A Local Chapter requires funds for its operation. 
During the autumn of 1937 and prior to that time, the 
Chapter was in the “red.” Then last winter we began 
the practice of charging everybody dues of $1 per year 
or suffering a penalty of 25 cents additional on the 
price of each dinner. You will readily see that the dollar 
was a bargain for the regular attender at the seven 
meetings. All outsiders pay 25 cents extra apiece at each 
meeting and they are increasing in numbers. Besides 
these two sources of revenue, a third is our padding of 
each meal to the extent of about ten cents over and 
above the restaurant price plus tax. To be exact, we 
pay the restaurant $1.03 for an exccellent meal and we 
charge each member $1.25, of which ten cents goes for 
the tip and the balance goes into the Treasury. The 25 
cent charge on each outsider makes the price $1.50. The 
result of this high finance is that after paying all our 
expenses to date, we have a surplus of over $40 in the 
Treasury. 

In conclusion, the Chapter has grown to this point by 
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good feeling and cooperation among those interested in 
its welfare, by conscientious work on the part of its 
officers and directors, by offering programs of interest, 
and finally by providing a place for good fellowship for 
all those possessing a common interest in scientific mar- 
keting. 


Philadelphia Chapter. 


When the American Marketing Society 
was first projected, the first group to organ- 
ize locally was the Philadelphia Chapter. 
This group by completing its organization a 
few days prior to any other chapter may be 
said to have earned the title to “Charter 
No. 1.” As Charter No. 1 of the First Na- 
tional Bank, and many other “firsts” in 
Philadelphia, the local chapter of the present 
American Marketing Association is proud of 
its early organization and its continuous 
existence since its founding. 

During the year 1938, the Philadelphia 
Chapter held regular monthly meetings, ex- 
cept for the summer months. The group 
meets on Friday evenings, preceded by din- 
ners served either at the Poor Richard Club, 
or the Engineers Club of Philadelphia. In a 
sense the year’s program began when the 
national organization met with the Allied 
Social Science Associations at the annual 
convention in Atlantic City during the last 
week in December 1937 at which time the 
Philadelphia Chapter acted as host to the 
national body. The meetings for the ensuing 
year will end when the Philadelphia Chapter 
again acts as host for the annual national 
convention to be held in Philadelphia in 
December 1939. 

Wroe Alderson served as program chair- 
man for the local chapter meetings during 
the winter and spring months of the current 
year. Under his direction a series of meetings 
were held on “Consumer Buying Motives.” 
At the concluding meeting before adjourn- 
ment for the summer, findings of the group 
were presented in a report which had been 
drafted by the chairman and presented as 
“The Philadelphia Check List on Rational 
Buying.” The report offered the elements of 
rational buying as a basic point of departure 
for consumer education and was presented 
from the Home Manager’s Viewpoint, the 
Shopper’s Viewpoint, and the Connoisseur’s 


Viewpoint. Copies of the report may be ob- 
tained from Mr. Alderson by writing to him 
at the Division of Commercial Research, the 
Curtis Publishing Company. 

During the summer months a mail ques- 
tionnaire was sent to members and prospec- 
tive members in the Philadelphia area rela- 
tive to topics for discussion. The response to 
the survey indicated preferences in the fol- 
lowing order: (1) Market research: Evalua- 
tion of how and where to sell; (2) Sales 
analysis and potentials; (3) Development 
and determination of marketing yardsticks; 
(4) Co-relation of advertising, selling, and 
marketing; (5) Routing salesmen, travel 
methods, remuneration, quotas, budgets, 
use of telephone; (6) Functions of direct 
mail in advertising programs; (7) Jobber 
vs. direct selling. Some dozen other topics 
secured a smaller number of votes. Com- 
ments of members and prospective members 
clearly indicated major preferences for meet- 
ings on industrial marketing topics. As a 
result of this study meetings have been 
scheduled for the fall and winter on these 
topics and an unusual interest has been 
aroused in the local chapter. Because of the 
emphasis on industrial marketing, it is pre- 
dicted that the membership of the Associa- 
tion will double during the coming year. 
This gain in membership will come from 
application to membership of industrial ex- 
ecutives who have become vitally interested 
in the affair of the Association. The direc- 
tional activity of the local chapter has been 
to bring into the group all interests in the 
field of marketing. By placing the emphasis 
for current meetings on industrial market- 
ing, new members have been encouraged to 
join the Association instead of forming new 
or competing groups for local meetings. 

On October 28, Burton E. Ebert, of the 
Marketing Research Department of the 
Scott Paper Company, presented “A Case 
History of the Industrial Marketing Prob- 
lem of the Scott Paper Company.” Mr. 
Ebert is repeating his talk at the national 
meeting of the Association in Detroit. At 
this first fall meeting, Frank R. Coutant, 
as past president and director of chapters, 
spoke to the group relative to the national 








- a, 


ise 
»b- 
{r. 


nal 


nt, 
TS, 
nal 





THE JOURNAL OF MARKETING 


319 








organization and emphasized the objectives 
of the Association. 

On November 18, LeRoy B. Steele, Celo- 
phane Division of E. I. du Pont de Nemours, 
spoke on “The Technical Methods used by 
du Pont in Developing an Industrial Mar- 
ket.” A short sound motion picture demon- 
strating selling methods in the baking in- 
dustry followed his talk. 

On December 18, R. O. Eastman, mana- 
ger of the research department of the 
McGraw-Hill Publishing Company, New 
York City, presented an editorial story on 
research methods used to determine the in- 
terests of industrial executives and buyers. 
This was the first release of this information 
by the McGraw-Hill Company. 

For the coming January meeting, C. H. 
Weikel, Manager of the Commercial Re- 
search and Industrial Development of the 
Bethlehem Steel Company, will present a 
case study of marketing research in the steel 
industry. Other monthly meetings will follow 
throughout the winter and spring months. 

Attendance at the local meetings invari- 
ably exceed the local membership because of 
invited guests. On January 1, 1938, the na- 
tional secretary reported 41 paid members 
of the Association in the Philadelphia area. 
This number has been increased during the 
current year and it is predicted that the paid 
membership will approach 100 by the end 
of 1939. The Philadelphia meetings have not 
catered solely to the members of the Asso- 
ciation. Thus at the testimonial dinner in 
honor of Charles C. Parlin on the Twenti- 
fifth Anniversary of the founding of the first 
marketing research department of any pub- 
lisher, there were over 400 in attendance at 
the dinner meeting. 

Officers of the Philadelphia Chapter for 
the past year were: 

President: Howard T. Hovde, Marketing 
Department, Wharton School of Finance & 
Commerce, University of Pennsylvania. 

Vice-President: Harold P. Alspaugh, Mar- 
keting Department, Temple University. 

Secretary-Treasurer: Lawrence C. Lock- 
ley, Division of Commercial Research, The 
Curtis Publishing Company. 

Officers for the ensuing year, beginning in 





December 1938, are: 

President: Burton E. Ebert, Marketing 
Research Department, Scott Paper Com- 
pany, Chester, Pa. 

Executive-Vice-President: Howard T. 
Hovde, Marketing Department, Wharton 
School of Finance & Commerce, University 
of Pennsylvania, Philadelphia. 

Vice-President: Harold P. Alspaugh, 
Marketing Department, Temple University, 
Philadelphia. 

Vice-President: C. H. H. Weikel, Mana- 
ger Commercial Research and Industrial 
Development, Bethlehem Steel Company, 
Bethlehem, Pa. 

Secretary-Treasurer: John C. Spurr, Man- 
ager, Eastern District Research Depart- 
ment, McGraw-Hill Publishing Company, 
Inc., 16 South Broad Street, Philadelphia, 
Pa. 


San Francisco Chapter. 


The San Francisco Chapter of the Ameri- 
can Marketing Association reports a mem- 
bership of 40 and the following officers for 
1938: 

President: David E. Faville, Graduate 
School of Business, Stanford University. 

Vice-President: R. A. Balzari, McGraw- 
Hill Publishing Co. 

Secretary-Treasurer: Wm. A. Sturm, Cali- 
fornia State Chamber of Commerce. 

Members of Executive Committee: E. T. 
Grether, Economics Department, University 
of California, and H. E. Erdman, College of 
Agriculture, University of California. 

The new officers for 1939 are: 

President: H. E. Erdman, College of Agri- 
culture, University of California. 

Vice-President: Harold David, Lord & 
Thomas, San Francisco. 

Secretary-Treasurer: Wm. A. Sturm, Cali- 
fornia State Chamber of Commerce. 

Members of Executive Committee: David 
E. Faville, Graduate School of Business, 
Stanford University, and R. A. Balzari, 
McGraw-Hill Publishing Co. 

During 1938 the San Francisco Chapter 
held seven meetings at which the subjects 
discussed and the speakers were: 

Dr. E. A. Stokdyk, President, Berkeley 
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Bank for Cooperatives: “Compulsory Pro- 
ration in Agricultural Marketing.” 

Dr. E. T. Grether, Associate Prof. of 
Economics, University of California: “The 
Role of Fair Trade and Unfair Practices 
Acts in the Regulation of Trade.” 

Dr. James M. Tinley, Associate Prof. of 
Agricultural Economics, University of Cali- 
fornia: “Is There a Science Underlying the 
Art of Selling (or Human Relations)?” 

Dr. Vergil D. Reed, Asst. Dir., U. S. 
Bureau of the Census: “Needs and Recent 
Developments in Marketing Research Sta- 
tistics—Government and Private.” 

Mr. Roland S. Vaile, Prof. of Economics 
and Marketing, University of Minnesota.: 
“Price Policy in National Distribution.” 

(For more details concerning the activities 
of the San Francisco Chapter, see the Octo- 
ber JOURNAL OF MARKETING, pages 173 to 
179.) 


Southern California. 


The 1938 officers of the Southern Cali- 
fornia Chapter of the American Marketing 


Association were: 
President: Mr. Ford W. Sammis, Lord & 


Thomas, 610 West Fifth Street, Los Angeles, 
Calif. 

First Vice President: Wilford E. Jost, 
Braun & Company, 601 West Fifth Street, 
Los Angeles, Calif. 

Second Vice-President: George W. Rob- 
bins, Professor of Marketing, University of 
California at Los Angeles, Westwood Village, 
West Los Angeles. 

Secretary: Harold W. Wright, Manager, 
Domestic Commerce Dept., Los Angeles 
Chamber of Commerce, 1151 S. Broadway, 
Los Angeles. 

Treasurer: Carl E. Rosenberg, California 
Chain Store Association, 414 Edison Build- 
ing, Los Angeles. 

Since Mr. Sammis has moved from Los 
Angeles to New York, W. E. Jost has been 
acting as president. The Chapter has 26 
members and is growing very satisfactorily. 

During the year six dinner meetings of the 
Chapter were held. The speakers and their 
subjects were: 

Prof. George W. Robbins, Univ. of Calif. 
at Los Angeles: “Current World Disorder 
and its Effect on Business and United States 
Reciprocal Trade Agreements.” 





STATEMENT OF THE OWNERSHIP, MANAGEMENT, 
CIRCULATION, ETC., REQUIRED BY THE ACTS OF 
CONGRESS OF AUGUST 24, 1912, AND 
MARCH 3, 1933 


Of THE JOURNAL OF MARKETING published Quarterly at 
Menasha, Wisconsin for Oct. 1, 1938. State of New York, 
County of New York. 

Before me, a Notary Public in and for the State and county 
aforesaid, personally appeared Robert N. King, who, having 
been duly sworn according to law, deposes and says that he 
is the Business Manager of the THE JOURNAL OF MARKETING, 
and that the following is, to the best of his knowledge and 
belief, a true statement of the ownership, management, etc., 
of the aforesaid publication for the date shown in the above 
caption, required by the Act of August 24, 1912, as amended 
by the Act of March 3, 1933, embodied in section 537, Postal 
Laws and Regulations, printed on the reverse of this form, 
to wit: 


1. That the names and addresses of the publisher, editor, 
managing editor, and business managers are: 

Publisher: American Marketing Association, Lehigh Uni- 
versity, Bethlehem, Pa. 

Editor: N. H. Engle, U. S. Dept. of Commerce, Washing- 
ton, D.C. 

Managing Editor: Roland S. Vaile, Univ. of Minnesota, 
Minneapolis, Minn. 

Business Managers: Robert N. King, 383 Madison Ave., 
N. Y. C. & 450 Ahnaip St., Menasha, Wis. 


2. That the owner is: The American Marketing Associa- 
tion, a non-profit society for the advancement of science in 
marketing. No stockholders—No bondholders. 


3- That the known bondholders, mortgagees, and other 
security holders owning or holding 1 per cent or more of total 
amount of bonds, mortgages, or other securities are: None. 


4. That the two paragraphs next above, giving the names 
of the owners, stockholders, and security holders, if any, con- 
tain not only the list of stockholders and security holders as 
they appear upon the books of the company but also, in cases 
where the stockholder or security holder appears upon the 
books of the company as trustee or in any other fiduciary rela- 
tion, the name of the person or corporation for whom such 
trustee is acting, is given; also that the said two paragraphs 
contain statements embracing affiant’s full knowledge and 
belief as to the circumstances and conditions under which 
stockholders and security holders who do not appear upon the 
books of the company as trustees, hold stock and securities 
in a capacity other than that of a bona fide owner; and this 
affiant has no reason to believe that any other person, associ- 
ation, or corporation has any interest direct or indirect in the 
said stock, bonds, or other securities than as so stated by him. 


5. That the average number of copies of each issue of this 
publication sold or distributed, through the mails or other- 
wise, to paid subscribers during the twelve months preceding 
the date shown above is (This information is re- 
quired from daily publications only.) 

Rosert N. Kine 


Sworn to and subscribed before me this 31st day of October, 
1938. 


{Seal.] 


(My commission expires Mar. 30, 1940.) 


Harry A. HoLtoway 
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